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CHAPTER  I 


INTRODUCTION 


Professor  Charles  Franklin  Dunbar  gave  American 

economists  of  the  early  Nineteenth  Century  little  credit 

when  he  wrote  in  1876, 

"Not  only  has  no  American  school  of 
writers  on  political  economy  been  estab- 
lished, if  we  except  that  which  we  are 
to  notice;  but  no  recognized  contribution 
to  the  development  of  the  science  can  be 
pointed  out  in  any  way  comparable  to 
those  made  by  the  French  writers,  or  to 
those  which  the  Germans  are  now  making."  (1) 

The  statement  quoted  above  is  from  an  essay  by 

-Professor  Dunbar  in  which  he  surveys  the  work  of  American 

v/riters  on  political  economy.  The  writer  believes  that  the 

essay  discouraged  research  and  study  inasmuch  as  later 

writers  invariably  allude  to  Professor  Dunbar  as  the  first 

recognized  authority  to  sum  up  the  contributions  of  the 

early  Americans.  He  will  attempt  to  show  that  the  early 

American  economists  merit  more  consideration  than 

Professor  Dunbar  has  indicated. 

The  purpose  of  this  thesis  is  to  discuss  the 

individual  American  writers  and  their  works,  and  compare 

them  to  the  English  Classicists.  The  writer  believes  the 


1-Charles  Franklin  Dunbar,  Ec onomi c Essays  (New  York, 
MacMillan  Company,  1904),  p.  14.  Professor  Dunbar  held 
the  Chair  of  Political  Economy  at  Harvard  University  for 
some  years  after  the  Civil  War. 
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following  conclusions  will  be  substantiated:  (1)  American 

v, writers  repudiated  the  English  and  European  doctrines 
(Classic)  because  they  did  not  satisfactorily  explain  eco- 
nomic conditions  existing  in  the  United  States.  (2)  Ameri- 
can writers  recognized  that  constant  change  was  an  integral 
factor  in  the  economy  and  must  be  considered  in  formulating 
a system  of  political  economy. 

At  the  beginning  of  the  Nineteenth  Century, 
economic  theory  had  reached  its  greatest  development  in  the 
English  Classic  doctrines.  In  England  and  on  the  Continent, 
these  doctrines  represented  the  prevailing  school  of  economic 
thought.  To  understand  why  the  Americans  modified  or  refused 
to  accept  this  theory,  it  is  necessary  to  compare  the  econom- 
ic conditions  existing  in  England  and  in  the  United  States  in 
that  period. 

By  1800,  the  Industrial  Revolution  had  reached  its 
full  stride  in  England.  English  economists  began  to  note  cer- 
tain characteristics  of  a society  in  an  advanced,  stage  of  eco- 
nomic development.  The  country  was  well  populated,  with  an 
abundance  of  skilled  and  unskilled  labor.  All  but  the  most 
arid  land  had  long  ago  been  claimed  and  cultivated.  Thus  two 
factors  of  product ion- -land  and  labor — were  in  an  equilibrium 
position.  It  was  natural,  then,  the  Classicists  should  pic- 
ture a more  fully-developed,  mature  economy. 

On  the  other  hand,  in  the  fifty  years  before  the 
Civil  War,  the  United  States  was  in  the  process  of  rapid 
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development.  The  unlimited  supply  of  good  and  cheap  land 
affected  every  phase  of  the  economy.  Agriculture  was  encour- 
aged by  an  increasing  demand  from  abroad  for  staples — cotton, 
grains,  smoked  meats,  hides,  etc.  Transportation  was  a vital 
problem  because  of  the  great  distances  to  be  covered  in  the 
functioning  of  the  economy.  Americans  realized  this  and 
entered  upon  a program  of  internal  improvements  which  went 
successively  through  the  stages  of  turnpike,  canal,  and  rail- 
road construction.  Manufacturing,  which  got  its  start  during 
the  War  of  1812,  was  further  stimulated  by  transportation 
improvements  and  abundant  resources  of  power.  Labor  was  in 
relatively  short  supply.  Agriculture  absorbed  much  of  both 
immigration  and  natural  increase  of  population.  (The  rate  of 
population  increase  approximated  one  hundred  per  cent  every 
twenty-five  years.)  The  individual  wage  earner  could  demand 
a much  larger  claim  upon  goods  and  services  than  could  the 
English  worker.  As  a result,  his  standard  of  living  was 
higher,  and  he  could  accumulate  savings  from  his  earnings* 

It  was  difficult  to  distinguish  a permanent  laboring  class, 
since  working  for  someone  else  was  often  only  a stage  in  the 
upward  climb. 

If  these  differences  in  the  economies  of  England 
and  United  States  are  considered,  it  is  understandable  that 
the  American  economist  found  the  Classic  concepts  inadequate. 
New  theories  were  inevitable. 
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The  Americans  differed  from  the  Classicists  in 
their  concept  of  the  purpose  and  content  of  political  eco- 
nomy. The  Classicists  in  the  words  of  Nassau  Senior  defined 
political  economy  as,  "The  science  which  treats  of  the 
Nature,  the  Production  and  the  Distribution  of  Wealth."  (1) 
The  Americans,  however,  tended  to  enlarge  the  study  of  the 
science  of  political  economy  to  a means  by  which  the  national 
welfare  might  be  enhanced.  The  Classicists  denied  the  role 
of  legislation  in  the  economy,  while  the  Americans  believed 
that  an  enlightened  legislature  should  direct  the  national 
economy.  These  opposing  viewpoints  are  brought  out  in  compar- 
ing the  attitudes  of  the  English  and  Americans  toward  the 
tariff. 

1-Edmund  Whittaker,  A History  of  Economic  Ideas  (New  York, 
Toronto,  London,  Longmans,  Green  & Co.,  1S40 ) , p.721. 
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CHAPTER  II 

RESUME  OF  CLASSIC  THEORY 


In  order  to  compare  American  economic  thought  of 
the  first  half  of  the  Nineteenth  Century  with  the  Classic 
thought  of  the  same  period,  we  must  first  summarize  the  Eng- 
lish doctrines  with  which  the  Americans  took  particular  issue 
and  on  which  they  developed  their  own  conclusions--! .e. , the 
theories  of  laissez-faire,  population,  law  of  diminishing 
returns,  value,  distribution,  rent  and  wage-fund.  We  shall 
regard  Classic  theory  as  including  Adam  Smith,  Thomas  Malthus, 
and  David  Ricardo.  Other  writers  did  little  more  than  elabo- 
rate on  the  principles  laid  down  by  these  three  men.  (1) 

Their  works  had  been  published  in  America  by  1820, 

I.  Adam  Smith 

Adam  Smith's  advocacy  of  laissez-faire  was  based  on 
the  concept  that  the  individual  acting  in  his  own  selfish 
interest  would  necessarily  act  for  the  benefit  of  society  and 
the  economy.  Man,  as  an  individual,  strove  for  better  mate- 
rial circumstances  by  frugal  and  industrious  behavior.  He 
thereby  amassed  wealth  for  himself  and  benefited  society  with 
the  product  of  his  labor.  Man,  by  adding  to  his  private 

1-Alexander  Gray,  Development  of  Economic  Doctrine  (London. 

New  York,  Toronto,  Longmans,  Green  & Co.,  1931),  p.  170. 
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wealth,  increased  the  public  wealth.  The  total  of  private 

wealth  then  constituted  the  public  or  national  wealth. 

Smith  disregarded  national  boundaries  in  his 

concept  of  society.  So  emerged  the  "free  trade"  theory  and 

the  insistence  upon  the  removal  of  barriers  to  the  free 

movement  of  trade  and  commerce.  Nations  progressed  together, 

and,  in  benefiting  themselves,  aided  each  other. 

David  Hume,  Smith’s  immediate  predecessor,  stated, 

"I  shall  therefore  venture  to  acknowledge 
that,  not  only  as  a man,  but  as  a British 
subject,  I pray  for  the  flourishing  com- 
merce of  Germany,  Spain,  Italy  and  even 
France  itself."  (1) 

II.  Thomas  Mai thus 

Thomas  Malthus,  an  object  of  popular  mockery  and 
ridicule,  was  particularly  criticized  in  America.  His 
"Essay  on  Population"  postulated  the  two  famous  ratios — geo- 
metric increase  of  population  and  arithmetic  increase  of  the 
means  of  subsistence.  Accompanying  this  was  the  "Law  of  Dim- 
inishing Returns"  which  states  that  the  relative  return  of 
land  would  decrease  with  greater  labor  applied.  Nature's 
means  of  equalizing  the  uneven  ratios  was  to  afflict  the 
population  with  vice  and  disease.  Malthus  advocated  certain 
means  to  restrict  the  growth  of  population  and  also  decried 
actions  which  would  interfere  with  nature's  check  upon  the 

1-Alexander  Gray,  Development  of  Economic  Doctrine  (London, 
New  York,  Toronto,  Longmans, “Green  & uo.,  lSSI) , p.  121. 
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population.  He  recommended  late  marriages  and  the  repeal 
of  the  poor  laws.  In  a later  publication,  he  admitted  moral 
restraint  as  a check  upon  population  increase. 

Malthus ’ notoriety  was  based  upon  his  first  work, 
"Essay  on  Population,"  and  upon  that  work  he  was  judged. 

Few  Americans  accepted  his  arguments,  even  as  abstract  theory. 

III.  David  Ricardo 

David  Ricardo  brought  the  Classic  ideas  to  the 
highest  point  of  theory.  He  stopped  the  economic  mechanism 
and  examined  it  piece  by  piece;  and,  in  so  doing,  pictures  an 
essentially  stationary  situation.  This  was  not  an  unnatural 
procedure  in  the  light  of  conditions  in  England.  Land  was  a 
scarce  commodity  and  labor  was  cheap.  Accordingly,  his 
theory  had  to  take  into  account  those  two  considerations. 

Ricardo  explained  value  as  based  on  the  amount  of 
labor  involved  in  the  production  of  a good.  Price,  then, 
would  depend  upon  cost  of  production.  Labor  cost  was  governed 
by  the  goods  and  services  necessary  to  sustain  life  in  the 
wage  earner.  Thus  real  wages  were  a fixed  amount.  Labor 
could  not  expect  to  receive  more  than  what  was  necessary  to 
maintain  existence.  At  this  point,  Ricardo  "blended"  with 
Malthus.  Since  the  level  of  subsistence  was  fixed,  any 
increase  of  population  beyond  the  means  of  subsistence  had  to 
result  in  misery  and  suffering  until  the  equilibrium  was  re- 
instated. Ricardo  held  that  the  wage  level  was  a natural 
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value  which  could  not  be  interfered  with  by  government  or 
by  labor  associations. 

Ricardo  developed  his  famous  theory  of  rent  as  a 
part  of  his  explanation  of  distribution.  Rent  was  the  return 
paid  to  landowners  above  the  cost  of  agricultural  production. 
Since  land  varied  in  fertility,  costs  of  production  would 
also  vary.  Price,  however,  would  be  a single  figure  deter- 
mined by  the  cost  of  production  upon  the  least  fertile  unit 
of  land  called  into  production.  Thus  the  most  fertile  lands 
with  the  lowest  costs  of  production  would  receive  the  high- 
est rent.  Ricardo  drew  several  conclusions  from  this 
assumption:  (1)  If  all  land  were  of  equal  fertility,  no  rent 

would  be  paid.  (2)  Rent  was  not  a part  of  cost  of  production. 
(3)  The  marginal  unit  of  land  determined  price  at  cost  of 
production  and  returned  no  rent.  (4)  As  cost  of  production 
increased  (fertility  of  marginal  unit  decreased),  rent  paid 
would  increase. 

The  third  factor  of  production,  capital,  derived 
its  return  from  the  residue  after  wages  and  rent  had  been  paid. 
Ricardo  stated  that  as  population  increased,  less  fertile  land 
had  to  be  taken  up  to  maintain  subsistence.  Cost  of  produc- 
tion increased  upon  the  poorer  soil;  price  increase  would  then 
follow.  Money  wages  had  to  increase  with  price  if  labor's 
real  wage  was  to  remain  constant.  Rent  increased  as  fertility 
of  the  marginal  unit  decreased.  Capital  then  was  faced  with 
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a smaller  return.  Ricardo  envisaged, as  society  advanced, 
a decline  in  profit  and  a greater  pressure  upon  the  subsist- 
ence level  of  the  wage  earner.  Landowners  would  grow  fatter 
at  the  expense  of  capital  and  labor. 

The  foregoing  were  the  doctrines  with  which  the 
American  took  greatest  exception.  They  will  be  discussed 
further  in  the  following  pages. 
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CHAPTER  III 


ECONOMIC  THOUGHT  UP  TO  1820 


Before  1820,  attempts  to  explain  the  working  of 
the  economic  system  were  confined  to  observations  or  reflec- 
tions of  leading  public  figures.  Benjamin  Franklin,  along 
with  his  many  other  activities,  did  considerable  work  with 
population,  and  wage  levels.  He  observed  early  the  distinc- 
tive features  of  American  development.  He  thought  that  the 
high  level  of  wages  arose  from  the  abundance  of  cheap  land 
and  realized,  also,  that  this  level  would  preclude  successful 
competition  with  English  manufactures.  (l)  Influenced  by 
the  Physiocratic  belief  in  the  importance  of  agriculture,  he 
was  willing  that  manufacturing  should  have  a minor  role.  In 
extension  of  the  Physiocratic  doctrine,  he  advocated  issue  of 
paper  money  on  collateral  of  lard.  (2)  He  also  anticipated 
the  Classical  concept  of  the  labor  theory  of  value.  The  val- 
ue of  any  object,  said  Franklin,  is  determined  by  the  labor 
necessary  to  provide  a producer  with  subsistence.  (3) 


1- A.  D.  H.  Kaplan,  Henry  Charles  Carey  (Baltimore,  The  Johns 
Hopkins  Press,  1931 ) , p.  18.  In  this  work  the  author 
correlates  the  development  of  the  economic  theories  of 
Henry  Carey  and  the  growth  of  the  American  economy.  The 
work  is  a generally  favorable  treatment  of  Carey’s 
contributions. 

2- Ibid.,  p.  19. 

3-  Sidney  Sherwood,  Tendencies  in  American  Economic  Thought 
(Baltimore,  John  tfopklns  Series,  1897),  p.  9.  In  this 
essay,  published  in  1897,  the  author  attempted  to  justify 
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It  was  in  his  population  studies  that  Franklin 
made  his  real  contribution.  The  phenomenal  rate  of  increase 
in  American  population  (doubled  every  twenty-five  years)  was 
unique  in  the  history  of  Western  Europeans.  Franklin’s 
figures  v/ere  used  by  Hal  thus  and  Adam  Smith  to  illustrate 
the  prolificness  of  the  human  race  under  very  favorable  con- 
ditions. Franklin  projected  his  figures  for  some  twenty  to 
thirty  years,  and  forecasts  were  quite  accurate.  (1) 

Following  the  Physiocrats,  Franklin  had  no 
sympathy  with  tariff  protection.  He  stressed  the  qualities 
of  the  land  and  the  return  to  be  derived  from  export  of  its 
products  * 

The  next  American  who  evidenced  an  appreciation  of 
economic  concepts  was  Alexander  Hamilton.  He  exhibited  a 
much  ,T sounder"  grasp  of  economic  principles  than  his  contem- 
poraries in  public  life.  He  read  widely  of  the  current  pub- 
lications from  France  and  England.  (2)  As  a member  of  the 
merchant-capitalist  class,  Hamilton  minimized  the  importance 
of  agriculture  and  the  farming  population,  which  group 
presented  the  greatest  opposition  to  his  political  program. 
Hamilton  held  that  labor  was  as  productive  in  manufacturing 
as  in  agriculture.  He  refuted  the  Physiocratic  concept  of 

a protectionist  policy.  He  endorsed  the  rise  of  the  nation- 
alist state  as  a step  in  the  direction  of  world  peace. 

1- Ibid. . p.  9. 

2- A.  D.  H.  Kaplan,  Henry  Charles  Carey  (Baltimore,  The  Johns 
Hopkins  Press,  1931 ) , p.  19. 
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the  superiority  of  the  land  and  also  contested  Adam  Smith's 
belief  that  agriculture  is  more  profitable  than  manufactur- 
ing. (1)  He  stated  that  land  was  but  a form  of  capital,  an 
idea  characteristic  of  his  American  successors.  (2) 

In  1792,  Hamilton  presented  to  Congress  his  views 
on  protection  in  the  Report  on  Manufactures,  He  advocated 
government  assistance  to  bring  about  the  development  of 
industries  with  certain  qualifications.  He  stipulated  that 
infant  industries  should  be  encouraged  and  protected 
according  to:  (l)  the  extent  to  which  America  furnished  raw 

material,  (2)  the  degree  of  substitution  for  labor  by 
machinery,  and  (3)  value  for  defense.  (3) 

Hamilton  appears  to  have  been  the  first  American 
with  clearly-conceived  ideas  on  government  stimulation  of 
industry  (contrary  to  Adam  Smith's  "laissez-faire”  theory). 

Congress  was  not  yet  ready  to  put  into  practise 
Hamilton's  recommendations,  and  twenty-five  years  passed 
before  any  protective  measure  was  passed.  Hamilton  perhaps 
exerted  some  influence  on  later  writers;  notably 
Friedrich  List,  who  was  in  America  from  1823  to  1841.  (4) 


1- Edmund  Whittaker,  A History  of  Economic  Ideas  (New  York, 
Toronto,  London,  Longmans,  Green  & Co.,  1940),  p,  303. 

2- Lewis  H.  Haney,  History  of  Economic  Thought  (New  York, 
MacMillan  Co.,  Third  Edition^  1936 ) , p.  283. 

3- Edmund  Whittaker,  A Hi 3tory  of  Economic  Ideas  (New  York, 
Toronto,  London,  Longmans,  Green  & Co.,  1940 ) , p.  303. 


4-Lewis  H.  Haney,  History  of  Economic 
MacMillan  Co.,  THIr'd  T2di€Ton,'  T9567,“~p 
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2S5. 


, 


• 

. . ■ 


• * 


x 

. 

. 


. 

. 


16 


CHAPTER  IV 
THE  CONFORMERS 


In  contrast  to  the  lawyers,  editors,  and  statesmen 
who  took  part  in  the  everyday  working  of  the  economic  sys- 
tem, there  were  the  academicians,  the  scholars,  the  profes- 
sors who  were  guided  in  political  economy,  as  in  other 
fields  of  literary  and  scientific  effort,  by  England  and  the 
Continent.  Many  of  these  men  taught  in  country  colleges  and 
were  isolated  from  the  channels  of  trade  and  commerce.  They 
made  it  their  task  to  teach  the  Classic  doctrine  to  their 
students.  History  records  the  names  of  a number  of  men  who 
wrote  textbooks  for  use  in  American  colleges.  There  were 
obscure  figures  like  Nathaniel  Ware,  the  mathematician,  who 
advocated  a state-controlled,  economy  and  the  killing  off  of 
society’s  unfortunates  when  population  became  excessive;  (1) 
and  The  Reverend  John  McVickar,  educated  for  seven  years  in 
England,  who  returned  to  America  as  a professor  and  v/rote  a 
popular  textbook  on  political  economy.  (2)  Three  other 
writers  who  achieved  a measure  of  fame  are  discussed  in  the 
following  pages. 

1- John  Roscoe  Turner,  The  Ricardian  Rent  Theory  in  Early 
American  Economy  ( N ew"  York  C i ty , New  York  University  Press, 
1921 ) , p . 45.  Professor  J.  R.  Turner  discussed  comprehen- 
sively the  place  of  the  Ricardian  rent  theory  in  early 
American  economics. 

2-  Ibid.,  p.  50. 
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I.  Dr.  Thomas  Cooper 

One  of  the  most  interesting  writers  in  this  period 
was  Dr.  Thomas  Cooper  of  South  Carolina.  For  fiery  diatribe, 
he  had  no  equal.  In  1795,  after  a violent  statement  in  favor 
of  the  Smith  free-trade  doctrine  directed  at  Edmund  Burke, 
he  left  England  for  America.  Then  followed  a hectic  career 
that  included  a prison  term  for  violation  of  the  Alien  and 
Sedition  Acts.  He  fought  his  sentence  on  the  basis  that 
these  laws  were  unconstitutional,  won  his  case,  and  was 
freed.  He  spent  several  years  as  a judge  In  Pennsylvania; 
but,  because  of  his  imperious  manner,  he  was  finally  removed 
from  office.  His  next  position  was  the  presidency  of  South 
Carolina  College.  Here  he  entered  the  political  fray  on  the 
side  of  the  "states’  rights"  South.  He  supplied  the  economic 
basis  for  South  Carolina's  secessionist  viewpoint  by  his 
emphasis  on  free  trade.  He  wrote  a text  in  Principles  which 
adhered  closely  to  the  doctrines  of  Mai thus  and  Ricardo. 

Cooper  was  aware  of  the  American  attacks  on  the  Classic  theory. 
To  the  distinctly  American  belief  in  the  value  of  productive 
capacity  and  its  increase,  he  replied  that  there  must  be  a 
maximum  which  will  bring  about  population  checks.  This  was 
like  saying  to  the  Americans  that  eventually  we  would  fly 
like  birds.  It  was  inconceivable  that  the  continental  limits 
of  the  United  States  would  be  overcrowded.  (1) 

1- John  Roscoe  Turner,  The  Ricardian  Rent  Theory  in  Early 

American  Economy  (New  York  City,  New  York  University  Press, 
192lT7~pp . 54  - 58. 
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II.  Professor  Henry  Vethake 
Professor  Henry  Vethake  Is  Interesting  a.3  a man  who 
seemed  entirely  impervious  to  the  conditions  existing  in 
America  during  his  lifetime.  His  career  is  an  illustration 
of  how  an  academician  may  be  anchored  out  of  the  mainstream 
of  daily  life.  Vethake  zealously  taught  the  Classic  doctrine 
with  its  principles  of  "free  trade,"  "laissez-faire,"  etc. 

Vethake  looked  at  total  income  a3  being  divided 
into  three--rent,  profits,  and  wages.  Ey  far,  the  larger 
portion  of  the  people,  he  taught,  must  depend  on  wages  for 
support;  therefore,  the  great  regulator  of  population  was 
wages.  This  is  consistent  with  Kalthus  and  Ricardo.  He  says 
further, 

"The  demand  for  labor  is  measured  by  that 
portion  of  the  capital  of  a country  which 
consists  of  wages,  and  which  again  is 
proportional  to  the  whole  amount  of  that 
capital;  it  will  follow  that  the  rate  of 
wages  is  dependent  on  the  relation  which 
the  capital  of  a country  bears  to  the 
numbers  of  the  people."  (1) 

This  statement  agreed  with  the  Ricardian  concept  of  a fixed 
amount  of  capital  to  be  applied  to  labor  costs;  the  individual 
return  depending  on  the  number  of  wage  earners. 

Vethake  made  little  variation  in  the  Ricardian  rent 
theory.  He  distinguished  the  excess  profits  over  return  to 
capital  at  the  most  disadvantageous  rate  as  rent.  He  said 


1-Ibid . , p.  69 
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that  rent  was  paid  to  all  land,  except  that  most  recently 
brought  into  cultivation.  Thus  rent  was  a portion  of  pro- 
fits. Price  was  determined  by  cost  of  production  under  the 
most  unfavorable  circumstances.  American  writers  who  criti- 
cized the  Classic  concept  generally  considered  rent  to  be 
determined  by  price.  That  is,  an  increase  in  price,  regard- 
less of  its  source,  would  bring  an  increase  of  rent.  (1) 

III.  Francis  Way land 

Francis  Wayland  was  president  of  Brown  University 
for  twenty-eight  years.  He  was  identified  as  a Classicist, 
but  in  his  application  of  the  Classic  theory  he  became  con- 
fused and  contradictory.  He  failed  to  realize  that  this 
confusion  and  contradiction  implied  lack  of  fitness  of 
Classic  theory  to  the  United  States. 

He  accepted  the  Malthusian  doctrine  and  taught  that 
the  population  would  be  limited  by  the  means  of  subsistence. 
Then,  as  he  surveyed  the  picture  of  American  abundance,  he 
said  that  the  earth  could  produce  more  than  its  inhabitants 
could  consume;  thus  making  the  Malthusian  doctrine  an  abstract 
theory  rather  than  an  actuality.  Further,  he  never  became 
aware  that  the  inappropriateness  of  Classic  theory  stemmed 
from  the  dynamic  nature  of  the  American  economy. 

Wayland  had  more  success  in  adapting  the  Ricardian 
concepts  to  American  conditions.  For  example,  he  introduced 
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into  those  concepts  the  influence  of  transportation  and  land 
location  upon  rent.  The  rent  paid  for  a particular  unit  of 
land  would  vary  with  its  location  and  proximity  to  transpor- 
tation facilities  as  well  as  with  its  fertility.  These  fac- 
tors were  of  importance  in  a country  of  large  area  like  the 
United  States.  Wayland  then  contradicted  his  own  compliance 
with  Ricardo  when  he  said,  with  other  economists,  that  the 
last  unit  of  land  put  into  production  was  determined  by  price. 
He  never  quite  appreciated  the  principle  of  diminishing 
returns  or  the  normal  sequence  of  cultivation  from  fertile 
to  less  fertile  lends. 

Wayland  typified  the  gulf  between  Classic  and 
native  American  economic  thought.  He  introduced  qualifica- 
tions, but  he  never  broke  completely  with  the  tradition  of 
Adam  Smith.  (1) 

1-Ibid. , 


pp.  61  - 67 
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CHAPTER  V 


DANIEL  RAYMOND 


Daniel  Raymond  was  born  in  Connecticut  and 
educated  at  the  Tapping  Reeve  Law  School.  He  went  to  Mary- 
land to  practise  law.  He  achieved  legal  distinction  in 
arguing  the  side  of  Maryland  in  the  famous  case  of  McCullough 
vs.  Maryland  about  1820.  Apparently,  Raymond’s  legal  duties 
left  him  a good  deal  of  spare  time,  and  he  turned  to  putting 
down  his  thoughts  on  political  economy.  He  expressed  defin- 
ite views  in  opposition  to  banks  and  to  the  institution  of 
slavery.  Banks,  he  said,  were  private  monopolies  that 
increased  the  economic  power  of  the  rich.  (1)  It  was  for 
this  reason,  perhaps,  that  he  sold  only  about  three  thousand 
volumes  of  his  work.  (2) 

Raymond  continued  and  extended  Alexander  Hamilton’s 
repudiation  of  the  application  of  the  Classical  School  to 
conditions  in  America.  Perhaps  his  work  was  an  economic 
rationalization  of  the  political  acceptance  of  protectionism. 


1- Ernest  Teilhac,  Translated  by  E.  A.  Johnson,  Pioneers  of 
American  Ec onomic  Thought  in  the  19th  Century  (New York, 

The  MacMillan  Co . , 1936)",  p.  27.  Teilhac,  Professor  of 
Political  Economy  in  a Syrian  university,  discussed  in 
this  work  three  men- -Daniel  Raymond.,  Henry  Carey  and 
Henry  George. 

2- Charles  Patrick  NeiU,  Daniel  Raymond . An  Early  Chapter  in 
the  History  of  Economic  Theory  in  the  United  States 
TBaltimore,  Johns  IT op'k' ins  "?r ess,  June,  1897),  pp.  1 - 5. 
Neill,  Professor  of  Political  Economy  at  Catholic  University 
in  the  late  19th  century,  attempted  to  elevate  the  stature 
of  Raymond  in  the  history  of  economic  thought. 
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That  his  was  a genuinely  native  reaction  is  attested  to  by 
his  apparent  lack  of  familiarity  with  any  other  writers  than 
Adam  Smith  and  J.  B.  Say.  (1)  Similarities  may  be  shown 
between  Daniel  Raymond  and  the  Englishman  Lord  Lauderdale, 
but  Raymond  seemed  to  have  arrived  at  his  conclusions 
independently. 

I.  National  Wealth  vs.  Private  Wealth 
In  his  criticism  of  the  "laissez-faire”  doctrine 
of  Adam  Smith,  Raymond  first  took  issue  with  the  concept  of 
identity  of  individual  and  national  interest.  He  objected 
to  the  assumption  that  an  increase  of  wealth  for  the  indi- 
vidual coincided  with  a total  increase  of  wealth  for  the 
state.  An  increased  demand  for  an  article  would  add  to  the 
wealth  of  the  possessor,  but  at  the  same  time  another  lack- 
ing this  article  would  be  poorer.  So  Raymond  pointed  out 
that  scarcity  may  increase  individual  wealth  and  yet  reduce 
the  national  wealth.  In  his  mind,  the  measure  of  national 
v/ealth  was  the  capacity  to  produce  those  things  which  add  to 
the  individual  wealth.  (2)  National  wealth  v/as  the  sum  of 
productive  potential  that  the  nation  possessed.  This  accent 
on  the  importance  of  productive  forces  was  characteristic  of 
early  American  economic  thought.  Writer  believes  that  its 

1- Srnest  Teilhac,  Translated  by  E.  A.  Johnson,  Pioneers  of 
American  Economic  Thought  in  the  19th  Century  (New  York, 
The  Laci.Iillan  Co  . , 1936  ) , p.  33. 

2-  Sidney  Sherwood,  Tendencies  in  American  Economic  Thought 
(Baltimore,  John  Hopkins  Series,  1897),  p.  25. 
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recognition  is  one  of  the  outstanding  American  achievements 
in  that  period. 


II.  Labor 

Raymond  attacked  Adam  Smith’s  division  of  labor 
into  the  categories  of  productive  and  unproductive  labor. 

He  showed  how  narrow  it  was  to  regard  the  doctor  and  lawyer 
as  unproductive.  He  stated  that  all  labor  was  productive, 
since,  by  the  exchange  of  intangible  products,  wealth  may 
be  acquired.  He  made  a distinction,  however,  between  pro- 
ductive labor  and  what  he  termed  "effective  labor." 
"Effective  labor"  may  be  broadly  defined  as  labor  that  in- 
creases the  total  of  productive  facilities;  for  example,  the 
work  of  the  inventor  may  result  in  a labor-saving  device 
that  adds  to  the  nation’s  productive  capacity.  This  labor- 
saving  device,  as  a tool  of  production,  is  what  we  know 
today  as  producer’s  capital.  In  another  sense,  "effective 
labor"  may  be  defined  as  labor  that  increases  the  productive 
potential  of  a nation,  exemplified  by  the  work  of  an 
instructor  who  trains  workers  and  thus  makes  them  more 
skillful.  Raymond  has  differentiated  between  labor  that 
directly  results  in  a consumer’s  product  and  labor  that 
increases  the  means  of  production.  (1) 

1-Ernest  Teilhac,  Translated  by  E.  A.  Johnson,  Pioneers  of 
American  Ec onomic  Thought  in  the  19th  Century  (hew  York, 
The  MacMillan  Co.,  1936 ) , pp.  11  - 12. 
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Raymond  turned  back  to  Physiocratic  doctrine  for 

a discussion  of  wealth.  He  took  the  Physiocratic  viewpoint 

that  land  is  the  foundation  and  source  of  all  wealth.  He 

paid  homage  to  agriculture  and  agricultural  labor, 

"Agriculturists  are  a superior  class  of 
men  to  manufacturers ... .It  is  much  more 
congenial  to  man’s  nature  to  be  abroad 
in  the  fields,  breathing  a pure  air, 
and  admiring  the  works  of  creation,  and 
the  beauties  of  nature,  than  to  be  con- 
fined in  the  unwholesome,  impure  air  of 
a workshop.  The  former  softens  the 
heart  and  liberalizes  the  mind--the 
latter  hardens  the  heart,  contracts  the 
mind  and  corrupts  the  passions."  (l) 

He  pointed  out  that  agriculture  is  subject  to  a continuous, 

stable  demand;  and  so  it  followed  that  agricultural  labor 

has  regular  employment.  (Here  he  has  failed  to  anticipate 

commercial  agriculture.) 

Raymond  said  that  if  land  was  the  source  of  all 

wealth,  labor  was  the  cause  of  all  wealth.  Labor  brought 

land  and  its  products  into  usefulness.  Labor,  then,  was 

subordinated  to  land  in  Physiocratic  fashion.  Raymond  would 

admit  all  labor  as  a cause  of  wealth,  but  he  maintained  that 

agricultural  labor  was  predominantly  of  most  importance.  In 

these  pronouncements,  Raymond  went  little  beyond  the 

Physiocrats.  (2) 


1- Ibid. , p.  14. 

2- Charles  Franklin  Dunbar,  Economic  Essays  (Hew  York, 
The  MacMillan  Co.,  1904),  p.  11. 
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III.  Distribution  of  Wealth 
Raymond  reflected  his  American  background  faith- 
fully in  his  discussion  of  the  distribution  of  wealth.  He 
reduced  the  means  of  distribution  to  two--rent  and  wages. 
Interest,  he  said,  w as  return  on  capital,  amounting  to  rent. 
Most  capital  being  in  land,  the  return  was  in  the  form  of 
rent.  He  reasoned  from  his  American  observations  that  land 
was  subject  to  the  law  of  supply  and  demand.  Where  land  was 
plentiful,  the  price  of  labor  would  be  high.  He  maintained 
that  the  position  of  labor  would  not  depend  upon  the  money 
return  of  labor,  but  upon  its  share  with  rent  of  the  final 
product.  Raymond  was  consistent  with  the  American  school 
which  included  land  with  capital.  (1) 

Where  labor's  share  of  wealth  was  high,  there  would 
be  a great  deal  of  "effective  labor"  utilized  in  making 
instruments  of  production.  It  is  clear  that  a labor  short- 
age historically  has  brought  labor-saving  devices.  Raymond 
said  that  the  more  wage  earners  v/ere  occupied  ineffective 
labor,"  the  greater  would  be  the  wealth  of  the  nation.  This 
because  "effective  labor"  would  multiply  the  return  of  pro- 
ductive labor.  America,  in  Raymond's  day,  waited  upon  the 
increase  of  leverage  of  the  worker.  Expansion  and  develop- 
ment followed  technological  improvement. 


1-John  Roscoe  Turner,  The  Ricardian  Rent  Theory  in  Early 

American  Economy  (Hew  York  City,  New  York  University  Press, 

p. 
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The  relation  between  " effective”  and  productive 
labor  depended  upon  two  factors.  One  was  the  stage  of 
development  of  a country.  A nev;  country  would  have  more 
"effective  labor”  than  an  old  country.  The  other  was  the 
degree  to  which  the  legislature  directed  national  produc- 
tion by  tariffs  and  subsidization  of  improvements  to  the 
development  of  permanent  productive  factors.  (1)  Raymond 
was  correct  in  his  assertion  that  "effective  labor"  would  be 
great  in  a new  country,  but  his  statement  that  a government 
might  influence  this  situation  is  not  convincing.  In  1820, 
there  was  a great  need  for  federal  direction  of  internal 
improvements  to  develop  a new  country.  How  far  a mature 
state  could  go  in  diverting  labor  to  "effective  labor'1  is 
questionable  since  there  would  be  less  need  and  justification 
for  development  of  productive  factors.  State  programs  would 
instead  become  a means  of  maintaining  consumer  purchasing 
power. 


IV . Legislative  Intervention 
Raymond  went  on  to  develop  his  ideas  on  legislative 
direction  of  the  economy.  He  said  that  a country  should  have 
a proper  proportion  of  industry  and  agriculture  to  achieve 
the  greatest  national  wealth.  Having  dismissed  the  idea  that 
the  total  of  individual  wealth  approximated  national  wealth, 

1-Charles  Patrick  Neill  Daniel  Raymond.  An  Early  Chapter  in 
he  History  of  Economic  Theory  in  the  United  States 
(Baltimore,  Tohns  Hopkins  Press,  Line , 1897),  p.  30. 
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Raymond  felt  that  the  individual  in  self-interest  will  not 
always  act  for  the  national  benefit.  An  enlightened  legis- 
lature must  guide  the  actions  of  individuals.  (1) 

Raymond  turned  from  purely  economic  considerations 
to  a recommendation  for  the  political  system.  He  seemed  to 
incline  toward  socialism  when  he  said  that  primogeniture  must 
give  way  to  equal  partition  of  property.  Later,  he  said  that 
it  was  the  duty  of  the  state  to  provide  work  for  the  whole 
nation  in  agriculture  or  in  industry.  On  the  other  hand,  he 
said  that  consideration  of  the  individual  must  take  a second 
place  to  the  national  state.  The  nation  should  be  distin- 
guished from  the  individuals  who  composed  it;  because  the 
nation,  in  a sense,  was  immortal.  Governments  were  dele- 
gates of  God  upon  earth,  and  as  such  should  consider  not  only 
present,  but  future,  interests.  One  of  the  important  func- 
tions of  government  was  to  provide  protection  for  industry. 
His  socialism  had  some  resemblance  to  what  we  know  today  as 
national  socialism. 


V.  Summary 

The  significance  of  Daniel  Raymond  is  that  he  dared 
to  break  with  the  British  school  of  economists.  (2)  Ke  was 
aware  of  factors  in  the  American  situation  which  demanded  a 


1- Ernest  Teilhac,  Translated  by  E.  A.  Johnson,  Pioneers  of 
American  Economic  Thought  in  the  19th  Century  (New  York, 
The  MacMillan  Co.,  1956),  pp.  28  - 32. 

2- Charles  Patrick  Neill,  Daniel  Raymond . An  Early  Chapter  in 
the  History  of  Economic  Theory  in  the  United  States 
(Baltimore,  Jolins  Hopkins  Press,  June,  1897 ) , p.  15. 
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new  interpretation.  As  a practising  lawyer  in  close  contact 
to  business  and  commerce,  he  was  impressed,  unlike  his 
professorial  contemporaries,  with  the  unfitness  of  the  Class- 
ical ideas  to  the  American  scene.  His  conception  of  national 
wealth  as  capacity  to  produce  presages  a later  belief  by 
American  writers  in  this  period  that  capital  includes  factors 
of  production,  as  contrasted  with  the  Smithian  concept  of 
capital  as  a surplus  fund  over  consumption# 
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CHAPTER  VI 


JOHN  RAE 


John  Rae  was  not,  strictly  speaking,  an  American 
economist.  However,  since  his  best  known  book  was  pub- 
lished in  Boston  and  since  he  based  his  ideas  upon  observa- 
tions in  America,  writer  will  consider  him  as  such.  He  was 
born  and  educated  in  Scotland,  but  his  disregard  for  exist- 
ing theories  and  thought  patterns  made  it  expedient  for  him 
to  migrate  to  Canada.  After  a number  of  years  of  country 
school  teaching,  he  went  to  Boston  to  publish,  in  1834,  his 
work  on  political  economy.  He  believed  that  a work  favoring 
"protection"  would  be  well  received  there.  However,  because 
his  writing  was  technical  and  difficult  to  read,  the  book 
was  poorly  received  by  the  public.  Discouraged  by  this 
experience  as  well  as  personal  misfortunes,  Rae  wandered 
about,  finally  settling  in  the  Sandwich  Islands  (Hawaii), 
where  he  spent  the  last  twenty  years  of  his  life.  John  Rae 
was  a man  of  learning  and  ability,  but  his  radical  and  uncoim 
promising  spirit  made  it  difficult  for  him  to  "succeed"  in 
the  everyday  world.  (1) 

1-John  Rae,  The  Sociological  Theory  of  Capital , Edited  by 
Charles  Whitney  Mix ter  (New  York,  The  MacMillan  Co., 

1905),  Biographical  sketch  pp.  ix  - xliv.  Dr.  Mixter  in 
editing  the  original  has  done  little  more  than  re-arrange 
the  order  of  chapters. 
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Though  in  no  sense  of  the  word  a "popular" 
writer,  Rae  was  read  by  English  and  French  economists,  among 
them  John  Stuart  Mill,  who  quotes  Rae  at  some  length.  Rae 
seems  to  have  been  in  advance  of  his  time,  since  later 
generations  of  economists  have  given  him  more  attention  than 
did  his  contemporaries.  In  fact,  Rae’s  theory  of  invention 
anticipated  in  some  w ays  a modern  business  cycle  theory. 

His  discussion  of  consumption,  emulation,  and  use  of  the 
word  "conspicuous"  indicated  a train  of  thought  later  devel- 
oped by  Thor stein  Veblen.  (1) 

I.  National  Versus  Frivate  Wealth 
Convinced  that  national  and  individual  wealth  were 
not  identical,  Rae  showed  that  the  individual  may  often  act 
contrary  to  the  common  welfare.  That  an  individual  by  gambl- 
ing and  tricky  bargaining  might  gain  wealth  showed  that  self- 
interest  did  not  always  lead  to  increased  national  wealth.  (2) 

The  legislature  must  direct  the  economy.  Rae  went  on  at 
great  length  to  show  that  legislative  interference  was  not 
artificial  as  Smith  says,  but  in  accordance  with  all  natural 
laws . 

"What  we  call  a conquering  or  governing 
of  nature,  is  to  be  held  in  a more 
enlarged  or  truer  sense,  an  acting  in 


1-  Alexander  Gray,  Development  of  Economic  Doctrine  (London, 
New  York,  Toronto,  Longmans,  Green  & Co.,  1931),  p.  204. 

2- Lewis  H.  Haney,  History  of  Economic  Thought  (New  York, 

The  MacMillan  Co.,  Third  Edition,  1936 ) , p.  352. 
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"obedience  to  her  designs,  and  man  as 
a reasoning  animal  is  rather  to  be 
considered  as  an  instrument  in  her 
hands . " 

Again 

"Is  it  then  a thing  to  be  assumed,  a 
priori,  as  next  to  demonstrable,  that 
art,  the  art  of  the  legislator,  cannot 
operate  so  as  to  advance  the  prosperity 
of  nations."  (1) 

Ree  cannot  be  condemned  for  his  faith  in  lav/makers,  but  his 
naivete  discounts  the  strength  of  his  argument. 


II , Protection 

Rae,  consistent  with  his  theory  of  political 
economy,  was  an  exponent  of  the  protective  tariff.  He  argued 
that  industry,  in  the  early  stages  of  development,  should  be 
aided.  Smith  admits,  said  Rae,  that  nations  progress  from 
agriculture  to  manufacturing  to  commerce.  He  held  that  this 
transition  was  impossible  without  legislative  aid  in  a new 
country  in  that  skilled  labor  and  productive  facilities  are 
lacking.  (2)  It  v/as  cheaper  to  import  workmen  skilled  in  the 
manufacture  of  a good  than  to  import  the  good  itself.  At 
that  time,  transportation  costs  across  the  Atlantic  added 
considerably  to  the  price  of  an  imported  good.  He  also  showed 
the  need  to  encourage  Industries  closely  related  to  national 
defense • 


1- John  Rae,  The  Sociological  Theory  of  Capital,  Edited  by 
Charles  YVhitney  Mixter  (Hew  York,  The  MacMillan  Co., 
1905),  p.  563. 

2- Sidney  Sherwood,  Tendencies  in  American  Economic  Thought 
(Baltimore,  John  Hopkins  Series”!  1897 ) , p.  17. 
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III.  Invention 

Rae  emphatically  Insisted  on  the  Importance  of 
invention;  only  by  invention  could  national  wealth  increase. 
He  pointed  out  that  some  nations  have  remained  stationary 
for  ages. 

"During  all  the  time,  however,  the 
process  of  individual  accumulation 
was  going  on;  men  were  continually 
rising  from  poverty  to  affluence, 
founding  families  and  leaving  wealth 
to  their  descendants;  but  this  wealth 
passed  away  from  them."  (1) 

He  questioned  that  Adam  Smith's  parsimony  could  cause  an 
increase  of  wealth.  Improvement  did  not  arise  from  the  sav- 
ing of  surplus;  but  rather,  invention,  by  holding  out  imme- 
diate high  profits,  provided  an  incentive  to  amass  funds  to 
invest  in  this  invention.  (2)  A great  deal  of  historical 
evidence  was  presented  to  show  how  national  welfare  had 
increased  through  scientific  developments,  Rae  traced  the 
material  betterment  of  mankind  through  the  invention  of  the 
printing  press,  the  compass,  gunpowder,  etc. 

Rae  said  that  every  improvement,  no  matter  how 
small,  animated  industry,  and  that  simultaneous  small 
improvements  may  have  had  the  same  effect  as  large-scale.  He 
indicated  the  impact  which  a major  improvement  may  have  on 
the  economy. 


1- John  Rae,  The  Sociological  Theory  of  Capital , Edited  by 
Charles  Whitney  Mixter  (New  York,  The  MacMillan  Co., 
1905),  pp.  155  - 156. 

2-  Ibid. . pp.  157  - 158. 
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"The  high  rate  of  profit,  which,  unless 
when  counteracting  causes  intervene, 
follows  (for  a time)  the  introduction  of 
improvement,  is  indicative  of  an  immedi- 
ate proportional  augmentation  of  the 
absolute  capital  of  the  society."  (l) 

We  can  interpret  from  this  that  Rae  realized  the  quickening 

of  economic  life  followed  by  a lessening  effect  as  the 

stimulus  of  the  invention  wore  off.  Translated  into  modern 

Schumpeterian  terms,  this  could  be  the  business  cycle  and 

the  process  of  economic  development.  He  was  apparently  aware 

of  adverse  conditions  affecting  business  for  he  said, 

"When  misfortune  befall  the  general 
industry  of  a community,  improvements, 
though  they  may  not  add  to  the  national 
capital,  prevent  or  lessen  the  threat- 
ened diminution  of  it."  (2) 

Rae  saw  the  dynamic  forces  operating  in  the  economy  as 

opposed  to  their  absence  in  the  views  of  the  Classicists. 


IV.  Legislation 

Rae  believed  the  most  important  reason  for  govern- 
ment aid  was  to  stimulate  invention,  which  is  the  moving 
force  of  the  economy.  Adam  Smith  said  that  inventions  arise 
from  a division  of  labor.  Rae  proclaimed  that  division  of 
labor  depended  on  the  progress  of  invention.  Technical 
advance  was  greater  when  there  was  a multiplicity  of  occupa- 
tions. The  individual  was  reouired  to  have  a versatility 
which  resulted  in  adaptability  and  alertness.  (This  need 

1- Ibid.,  pp.  200  - 201. 

2 - Ibid.,  p.  200. 
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for  the  individual  to  be  able  to  put  his  hand  at  a variety 
of  things  bred  what  is  often  termed  "Yankee  ingenuity.") 
The  legislature  should  intervene  to  encourage  industry, 
commerce,  and  agriculture  equally,  resulting  in  a well- 
balanced  economy* 


V.  Population 

Mai thus ' "Essay  on  Population"  was  a controversial 
work  among  the  intelligentsia  on  both  sides  of  the  Atlantic, 
There  were  many  English  and  Americans  who  refused  to  accept 
the  starkly  realistic  assumption  that  where  subsistence  is 
limited,  human  afflictions  must  intervene  to  reduce  the  popu- 
lation. Many  rationalized  that  God  would  not  have  instructed 
Adam  and  Eve,  "Be  fruitful  and  multiply,"  if  there  were 
insufficient  means  to  maintain  their  descendents.  There  were 
others  who  accepted  the  fact  that  population  was  limited  by 
subsistence,  but  who  felt  that  there  v/ere  checks  to  popula- 
tion growth  other  than  those  accompanied  by  physical  suffer- 
ing. John  Rae  held  that  men  must  be  considered  superior  to 
animals,  imposing  mental  restraint  upon  reproductive  powers. 
He  thought  that  most  people  desired  to  accumulate  savings  for 
their  own  future  and  f or . the  benefit  of  their  children.  Rae 
felt  that  this  desire  would  reduce  the  size  of  families.  (1) 


1-Ibid. , p.  240 
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VI.  Consumption 


In  Rae's  discussion  of  consumption,  he  spoke  of 
emulation  as  indirectly  offering  an  incentive  to  save  and 
to  check  reproductive  propensities.  Money  saved  might  be 
invested  in  capital  in  the  expectation  of  a return  which 
would  increase  the  amount  available  for  eventual  expenditure 
The  force  of  emulation  as  an  incentive  to  save  depended  upon 
the  circumstances  of  a nation’s  economy.  In  a mature  econ- 
omy, where  there  were  fewer  innovations  and  consequent  high 
profits  and  where  class  boundaries  were  more  tightly  drawn, 
emulation  had  little  effect  because  of  the  comparatively 
small  possibility  to  elevate  one’s  position  in  society. 

The  result  was  less  saving  of  capital  for  economic  advance- 
ment. On  the  other  hand,  in  a dynamic  economy,  such  as 
ours,  where  the  possibility  of  a tenant  farmer's  becoming 
a great  landholder  overnight  was  very  real,  the  desire  to 
save  was  increased.  Emulation  and  conspicuous  consumption 
were  forces  stimulating  saving  and  investment.  (1)  One 
might  question,  guided  by  present-day  experience,  that  emu- 
lation and  conspicuous  consumption  encourage  saving. 
However,  Rae  did  not  have  that  precedent  upon  which  to  judge 

VII.  Summary 

John  Rae  was  probably  the  most  able  economist  on 
the  American  scene  before  the  Civil  War  with  the  possible 


1-Ibid. , p.  242. 


•- 


. 


. 


. 


. 

. 


. 


. 


exception  of  Friedrich  List.  (List’s  stay  in  this  country 
was  relatively  short  and  he  is  generally  placed  with  the 
German  group.)  In  his  time,  Rae  had  little  influence  on 
the  practical  application  of  economic  principles.  Many  of 
his  ideas  and  theories  were  more  appreciated  by  a later 
generation.  He  was  not  the  first  to  realize  the  general 
effect  of  invention  on  economic  "progress,”  but  he  was 
perhaps  the  first  to  consider  its  implications.  He  obvi- 
ously conceived  of  a changing  economic  situation  accompany- 
ing innovation.  "Each  succeeding  improvement  gave  a fresh 
stimulus  to  industry."  (1)  He  was  aware  of  the  irregular 
movement  which  is  known  today  as  the  "business  cycle." 

Rae  laid  down  arguments  for  protection,  among 
them  the  infant-industry,  which  was  incidentally  employed 
to  great  effect  by  contemporary  statesmen.  Rae’s  great- 
est asset,  his  habit  of  scientific  analysis,  was  a handicap 
to  contemporary  success  in  that  his  work  was  difficult  and 
lengthy  to  read. 


1-Ibid. , p.  199. 
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CHAPTER  VII 


GEORGE  TUCKER 


George  Tucker  has  been  undeservedly  neglected  by 
Americans  as  well  as  by  English  and  Continental  students  of 
political  economy.  He  was  a lawyer,  statesman,  member  of 
Congress,  and  Professor  of  Political  Economy  at  the  Univer- 
sity of  Virginia.  His  ideas  on  political  economy  were  far 
in  advance  of  those  of  his  American  contemporaries.  Much 
of  his  criticism  of  Classic  doctrine  f oreshadowed  the 
development  of  the  Neo-Classic  school.  He,  almost  alone 
among  his  contemporary  American  economists,  was  able  to 
apply  accurately  and  logically  the  Classic  doctrine  to  the 
United  States.  He  noted  certain  inconsistencies  and  inade- 
quacies in  the  Classic  doctrine;  but,  unlike  many  of  his 
fellow  Americans,  he  recognized  certain  fundamental  truths. 
Critics  generally  characterized  his  work  as  careful, 
scientific  analysis,  (1) 


I . Value 

Tucker  sharply  criticized  Ricardo's  theory  of 
value.  He  rejected  the  theory  of  value  based  upon  labor  cost 


1-H.  Tipton  Snavely,  "George  Tucker  as  Economist"  in  Alumni 
Bulletin  of  the  University  of  Virginia,  April,  1923, 
pp.  109  - 114.  At  present,  Snavely  is  Chairman  of  the 
Economics  Department  at  the  University  of  Virginia. 
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and  turned  to  the  demand  side  for  a solution.  He  said, 

"Value,  in  its  largest  sense,  means 
the  feeling  with  which  we  regard  what- 
ever can  render  us  benefit  or  afford 
us  gratification.  In  this  sense,  it  is 
an  emotion  of  our  minds  comprehending 
all  that  can  impart  pleasures  to  our 
senses,  tastes,  or  desires;  all  health 
talents,  friendship,  reputation,  land, 
money  and  goods.  It  varies  according  to 
the  endless  diversities  of  objects,  and 
of  human  tastes  or  opinions;  and  it  is 
susceptible  to  all  degrees  of  intensity 
from  a simple  wish  to  the  most  passionate 
desire."  (1) 

Thus,  Tucker  accented  a purely  subjective  concept  of  value. 
Unfortunately,  he  failed  to  investigate  the  causes  of  the 
varying  intensity  of  desire. 

Consistent  with  the  subjective  idea  of  value. 
Tucker  argued  goods  need  not  have  actual  utility  to  be 
desired.  An  individual’s  estimate  of  utility  would  place  a 
value  upon  a good.  Exchange  would  arise  from  variations  in 
estimated  value  on  the  part  of  individuals.  Tucker  had  ably 
analyzed  the  forces  interacting  to  produce  individual  value. 
When  he  brought  his  subjective  theory  to  the  marketplace,  he 
was  forced  to  fall  back  to  the  Classicists  for  support. 

Since  he  had  not  divined  the  concept  of  diminishing  or  margi 
nal  utility,  he  was  hard  put  to  explain  the  fixing  of  the 
market  price.  (2) 


1- A.  DeGruchy,  "Notes  on  George  Tucker"  Unpublished.  Written 
by  A.  DeGruchy  while  a Graduate  Student  at  the  University 
of  Virginia. 

2- John  Roscoe  Turner,  The  Ricardian  Rent  Theory  in  Early 
American  Economy  (New  York  City,  New  York  University  Press, 
19217,  p.  85. 
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Tucker  said  that  in  the  market,  through  buying  and 
selling,  individuals  would  come  to  adjust  their  estimates  to 
conform  to  a common  standard,  the  market  price.  The  market 
price  not  only  reflected  the  supply  and  demand  status,  but 
also  was  related  to  what  he  called  the  natural  price.  This 
figure  would  vary  about  the  cost  of  production.  The  products 
of  human  labor  would  tend  to  be  exchanged  in  proportion  to 
the  labor  expended.  Scarce  goods,  such  as  the  often-used 
example  of  ’’Great  Auks’  eggs,”  would  sell  with  no  relation 
to  labor  cost.  In  the  case  of  producible  commodities,  how- 
ever, buyers  would  be  unwilling  to  pay  much  over  the  cost 
of  production,  and  sellers  would  refuse  to  produce  to  sell 
at  less  than  their  cost  of  production.  Thus  price  would  tend 
to  vary  with  labor  cost,  which  is  a major  portion  of  cost  of 
production.  Value  depended  on  utility  alone,  but  labor  cost 
would  be  an  indication  of  price. 

II.  Wages  and  Population 

Tucker  disputed  Ricardo’s  theory  of  distribution, 

particularly  in  regard  to  wages.  He  admitted  that  wages  might 

approach  the  subsistence  level  as  a fixed  quantity.  (1) 

"Ricardo  has  perhaps  been  betrayed  into 
a theory  so  inconsistent  and  untelligible 
by  assuming  the  wages  of  the  labourer  to 
be  a constant  quantity,  or  rather,  the 
amount  of  raw  produce  necessary  for  the 
maintenance  of  himself  and  his  family."  (2) 

1- A.  DeGruchy,  "Notes  on  George  Tucker"  Unpublished. 

2- Ibid. 
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He  pointed  out  that  it  may  vary  from  country  to  country 
from  time  to  time.  A meat-eating  population  would  need  a 
far  greater  area  of  land  to  support  itself  than  would  a 
potato-consuming  people.  Tucker  accepted,  as  few  Americans 
did,  that  an  increasing  population  might  outrun  the  supply 
of  food.  In  keeping  with  Ricardo's  fixed-subsistence  idea, 
population,  such  as  disease  and  vice,  would  bring  about  a 
reduction  in  the  population.  Tucker  held,  however,  that  an 
increased  population  would  result  in  a "less  liberal  con- 
sumption." That  is,  a wheat-eating  people  might  turn  to  the 
consumption  of  potatoes  which  would  support  a greater  number 
of  people  per  unit  of  land.  Tucker  did  not  indicate  what 
would  occur  when  the  lowest  level  of  consumption  had  been 
reached. 

Ricardo,  by  his  assumption  of  an  unvarying 

subsistence  level,  predicated  a fixed  level  of  real  wages. 

Tucker,  assuming  varying  levels  of  subsistence,  said  that 

the  return  to  labor  might  fall. 

"By  the  increased  competition  of  the 
labouring  class  in  consequence  of  the 
increase  of  population,  labour  will 
continue  to  exchange  for  less  and  less 
of  raw  produce."  (1) 

Tucker  had  less  faith  than  his  contemporary  Americans  in  the 

limitation  of  population  growth  by  moral  restraint.  He  said, 

"We  cannot  reasonably  expect  (the  pre- 
ventive checks)  to  keep  the  population 
within  the  limit  of  liberal  subsistence 


1-Ibid. 
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"without  a more  improved  and  enlightened 
state  of  society  than  has  yet  existed." 

And  an 

"increase  of  population  will  not,  as  many 
Americans  were  led  to  believe,  by  itself, 
bring  prosperity."  (1) 

Real  wages.  Tucker  held,  would  vary  directly  with 
improvements  and  inversely  with  population  increase.  The 
level  of  real  wages  then  would  be  the  result  of  a race 
between  invention  and  population  increase.  If  productivity 
v/ere  increased  because  of  innovation;  then,  said  Tucker, 
real  wages  would  increase  as  well.  Productivity  became  the 
focal  point  of  the  w age  problem.  Population  increase  could 
not  be  controlled;  thus  we  must  maintain  an  increasing 
production  if  real  wage  levels  are  not  to  fall.  Tucker  went 
on  at  some  length  to  discuss  productivity  of  workers.  He 
hovered  about,  but  never  settled  upon  the  idea  of  marginal 
productivity. 

Tucker,  writing  in  the  1830* s in  his  discussion  of 
wages  and  population,  went  considerably  in  advance  of  his 
fellow  economists,  both  in  Europe  and  the  United  States. 

The  Classicists  considered  real  wages  to  be  at  a fixed  level 
(subsistence),  since  England  had  arrived  at  a position  where 
wages  had  tended  to  lose  their  variability.  The  labor  supply 
consistently  exceeded  the  demand  for  labor.  There  was  little 
of  the  shifting  of  classes  that  was  found  in  /unerica.  Few 


1-Ibid . 
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Americans  were  willing  to  consign  themselves  to  the  working 
class;  for,  with  the  opportunities  present,  a man  could  be 
a wage  earner  one  day  and  a full-blown  entrepeneur  the  next. 
Tucker  could  see  several  standards  of  living  throughout  the 
United  States,  depending  upon  the  productivity  of  the  worker. 

IH.  Capital 

Tucker  defined  capital  as 

"that  portion  of  useful  products  which 
have  been  saved  out  of  the  former  pro- 
fits of  labour  or  land."  (l) 

This  concept  modified  the  Classic  supposition  that  capital 
is  accumulated  labor.  Capital  seemed  to  the  Classicist  to 
be  measured  by  the  labor  cost  v/hich  w as  incurred  in  its  form- 
ation. Tucker,  however,  considered  capital  to  arise  from 
saved  income,  which  might  come  from  either  wages  or  land. 

He  measured  capital  by  its  income-producing  potential.  In 
that  fashion.  Tucker  could  explain  how  an  invention  or 
improvement  of  little  cost  could  have  such  great  value. 

"The  value  of  capital  is  independent  of 
the  value  of  the  materials  of  which  it 
consists,  but  depends  on  its  use."  (2) 

This  clearly  shov/s  why  the  Americans  had  to  differentiate 

betv/een  individual  and  national  wealth.  Reapers  and  mowing 

machines,  not  costly  to  construct,  added  no  great  amount  to 

their  owners’  holdings;  but  because  of  their  total  productive 

capacity,  their  value  to  the  nation  was  great. 


1- Ibid. 

2-  Ibid. 
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Capital,  said  Tucker,  resulted  from  saving.  Its 
supply  was  limited  by  the  desire  of  present  indulgence,  and 
the  demand  for  it  was  determined  by  the  return  it  v/ould 
yield. 


"As  capital  is  the  result  of  frugality, 
proceeding  from  a wish  either  to  provide 
for  our  future  wants,  or  to  enhance  our 
future  gains,  it  is  opposed  by  the 
desire  of  present  indulgence,  and  often 
by  the  pressing  wants  and  necessities  of 
men.  These  circumstances  limit  the 
supply  of  it,  while  its  creative  facul- 
ties or  labour-saving  power  make  the 
demand  for  it  unlimited.  There  is  then 
less  of  it  than  can  be  advantageously  used, 
as  in  the  case  of  land,  and  the  temporary 
use,  like  that  of  land, commands  a price 
in  the  market."  (1) 

Tucker  disagreed  with  the  Ricardian  rate  of  return  on 
capital.  Ricardo  directly  connected  profit  with  the  return 
at  the  margin  of  cultivation  excluding  rent.  As  poorer 
land  came  into  use,  money  wages  v/ould  rise  (higher  cost  of 
production),  and  the  return  to  capital  would  decline. 

Ricardo  believed  there  was  a direct  causal  relationship  run- 
ning from  the  cost  of  production  at  the  margin  through  rent, 
wages,  and  profit.  Profit  and  w ages  are  unequivocally 
opposed.  Tucker  maintained  that  profits  and  wages  were  not 
related;  that  they  might  vary  together  or  inversely  upon  occar 
sion.  The  return  to  capital  depended  upon  supply  and  demand. 
Where  the  productivity  of  capital  was  great,  the  return  would 
be  great.  Capital  was  first  applied  to  most  profitable  uses. 


1-Ibid. 
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then  to  less  prof Itable ,. and  so  on,  to  the  point  where  "the 
inducement  to  save  is  counterbalanced  by  the  propensity  to 
spend."  (1)  Tucker  implied  that  where  marginal  productivity 
is  high,  the  return  would  be  great.  In  his  writing.  Tucker 
did  not  distinguish  between  interest  and  residual  profit. 

He  did  indicate  that  profits  of  capital  would  be  greater  than 
the  ordinary  rate  of  interest. 


IV.  Rent 

Tucker  gave  a great  deal  of  attention  to  Ricardo’s 
rent  theory  and  to  the  subject  of  rent  in  general.  He 
considered  improved  land  as  a form  of  capital  and  subject  to 
the  forces  of  supply  and  demand.  This  was  consistent  with 
the  views  of  other  American  writers  and  with  his  idea  of 
profit.  Ricardo  said  that  the  cause  of  rent  was  the  differ- 
ence between  costs  of  production  upon  soils  of  varying  fer- 
tility. Rent  then  w as  not  included  as  a cost  of  production. 
Tucker,  though,  said  all  land  produced  rent  as  a surplus  over 
the  labor  put  into  it.  The  fruitful  American  soil,  in 
Tucker's  day,  was  producing  a great  abundance.  Land  was 
fertile  and  bountiful,  but  in  short  supply,  particularly  v/hen 
factors  such  as  location  and  transportation  were  included. 
Tucker  admitted  that  variations  in  fertility  caused  differ- 
ences in  the  amount  of  rent.  They  were  not,  however,  the 
cause  of  rent.  (2) 

1- IbicL. 

2-  John  Roscoe  Turner,  The  Ricardian  Rent  Theory  in  Early 
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An  increase  in  rent  was  derived  from  an  increased 
demand  for  the  products  of  the  soil.  This  increase  in 
demand  might  come  about  for  several  reasons.  The  first,  and 
most  pressing,  is  a population  increase.  More  people  demand- 
ing food  would  bring  higher  product  prices  and  thus  higher 
rent.  A greater  demand  might  also  come  from  a rise  in  the 
standard  of  living.  This  was  possible  in  America  where  labor 
was  a scarce  factor  and  could  demand  an  increased  return  as 
its  productivity  in  other  sectors  of  the  economy  increased. 
This  brought  Tucker  to  what  he  considered  an  absolute  contra- 
diction of  Ricardo.  The  English  economist  said  that  an 
increase  of  population  would  bring  further  cultivation  of 
land,  the  product  of  which  would  be  priced  at  the  cost  of 
production  at  the  margin.  Thus  price  rises  because  inferior 
soils  are  brought  into  cultivation.  Tucker  held  that  the 
price  of  commodities  determined  what  land  would  be  cultivated. 
A price  rise  would  bring  into  cultivation  less  fertile  land. 
This  new  cultivation,  by  its  addition  to  the  total  product, 
would  check  the  price  rise.  Thus  the  marginal  unit  of  culti- 
vation was  price-determined  rather  than  price-determining.  (1) 
Tucker  also  discussed  the  effects  of  improvements 
in  agriculture  upon  rent  and  price.  Assuming  unlimited 
expansibility  of  demand.  Tucker  showed  that  a decreased  cost 


American  Economy  (New  York  City,  New  York  University  Press, 
1921),  po.  103  - 104. 

1-Ibid. t pp.  104  - 106. 
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of  production  might  bring  greater  consumption,  which  might 
yield  a greater  total  return  in  the  form  of  rent.  He  did 
not  recognize  that  the  demand  for  food  products  tends  to 
be  inelastic. 


V.  Free  Trade 

Tucker,  as  a Professor  of  Political  Economy  at  a 
southern  university,  was  expected  to  be  a "free  trader."  The 
South  at  that  time  wa3  strongly  opposed  to  the  principle  of 
the  protective  tariff.  Tucker  qualified  his  adherence  to  the 
"free  trade"  doctrine  to  the  extent  of  saying  that  industries 
essential  to  national  defense  should  be  encouraged  through 
tariff  protection.  (l)  There  are  intimations  in  Tucker's 
v/ork  that  he  might  have  supported  a high  tariff  on  principle 
had  he  dared.  (2) 


VI . Summary 

Tucker  is  an  absorbing  figure  to  the  student  of 
American  economic  thought.  He  successfully  avoided  the  many 
misconceptions  of  which  his  American  contemporaries  were 
guilty.  He  was  able  to  discern  between  a governing  principle 
and  a transient  situation.  He  ably  applied  Classic  theories 
to  the  United  States,  modifying  and  restating  those  which  v/ere 


1- H.  Tipton  Snavely,  "Oeorge  Tucker  as  Economist"  in  Alumni 
Bulletin  of  the  University  of  Virginia.  April,  1923,  p.  129. 

2-  Joseph  Dorfman,  The  Economic  Land  in  Amer lean  Civilization 
(New  York,  The  Viking  Press,  1946),  p.  548. 
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ill-conceived.  Ilis  discourse  upon  value  includes  many  of 
the  assumptions  which  later  led  to  the  marginal-utility 
theory.  His  criticism  of  the  Ricardian  rent  theory  is  sound 
and  free  from  the  dogmatic  attempts  at  refutation  of  the 
other  Americans.  Tucker  considered  rent  as  one  of  a number 
of  variable  factors  in  the  economy,  in  contrast  to  Ricardo's 
belief  that  land  was  the  most  important  single  factor. 
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CHAPTER  VIII 


MINOR  FIGURES 


Writer  has  indicated  that  the  early  American 
economists,  Raymond,  Rae,  and  Tucker,  arrived  at  original 
conclusions  through  close  observation  of  the  functioning 
of  the  American  economy.  They  developed  comprehensive 
theories  encompassing  the  field  of  political  economy  that 
were  at  variance  with  English  and  Continental  doctrines. 
Besides  these  men,  there  were  other  writers  who  concerned 
themselves  with  particular  elements  of  the  national 
economy. 

Alexander  Everett  emphasized  the  benefits  of  a 
rapidly-growing  population;  the  editorials  of  Hezekiah  Niles 
extolled  the  virtues  of  a protective  policy.  In  the  South, 
Jacob  N,  Cardozo,  who  was  of  common  Portuguese- Jewi sh 
descent  with  Ricardo,  criticized  the  Classic  rent  and  popula 
tion  theories.  Willard  Phillips  of  New  England  denied  sev- 
eral of  the  basic  concepts  of  Classic  theory  in  support  of 
protection. 

The  v/riter  will  consider  the  work  of  these  men  in 
the  order  they  are  mentioned  above  to  make  as  complete  as 
possible  this  study  of  early  American  economic  thought. 
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I.  Alexander  II.  Everett 


Alexander  H.  Everett,  Boston  Brahmin,  put  into 
writing  the  general  American  reaction  to  Mai thus 1 2 3 theory 
of  population.  (1) 

Everett  criticized  the  arbitrary  rates  of  popula- 
tion and  subsistence  increase  that  Mai thus  set  up.  He 
maintained  that  these  rates  would  vary  in  different  societie 
and  also  in  their  ratio.  He  also  pointed  out  that,  with 
division  of  labor  and  transportation  improvements,  a popula- 
tion need  not  necessarily  be  supported  by  the  land  which  it 
occupied.  (2)  Then  Everett  himself  did  the  same  thing  for 
which  he  upbraided  i.Ialthus.  He  argued  that  population  and 
subsistence  ratios  vary  with  nations;  yet,  at  the  same  time, 
he  presented  the  American  situation  as  the  basis  for  his 
theory  that  the  increase  of  population  is  the  cause  of  abun- 
dance. He  conceived  of  increasing  returns  arising  from  a 
greater  density  of  population  because  division  of  labor 
becomes  more  perfect.  In  turn,  a finer  division  of  labor 
stimulated  invention  and  the  development  of  all  industry. 

He  further  supported  his  argument  by  presenting  the  histori- 
cal situation  in  England  where  the  rate  of  production  had 
increased  faster  than  the  rate  of  population.  (3) 

1-  John  Roscoe  Turner,  The  Ricardian  Rent  Theory  in  Early 
American  Economy  (New  York  City,  New  York  university  Press 
1921),  p.  31. 

2- Ibid. , p.  34. 

3 - Lewis  H.  Haney,  History  of  Economic  Thought  (New  York,  The 
MacMillan  Go.,  Third  Edition^  1936*7,  p.  284. 


. :c  ' 


. 

_ 

. 


. ' " 


50 


Everett  was  in  accord  with  the  New  England  transi- 
tion from  ’’free  trade’’  to  protection.  Because  of  Everett's 
public  prestige,  his  work  was  widely  read  in  America.  His 
value  is  probably  only  that  of  recognizing  conditions  which 
prevented  American  application  of  the  Classic  doctrine  of 
population. 

II . Iiezeki ah  Niles 

Niles  is  not  remembered  as  an  economist.  He  wrote 
little  on  the  general  subject  of  political  economy;  but, 
because  of  his  ardent  and  influential  advocacy  of  the  protec- 
tive tariff,  he  is  considered  here.  As  publisher  and  editor 
of  Niles  Weekly  Register  for  twenty-five  years,  he  fought 
vociferously  for  a high  tariff.  (1)  His  periodical  had 
wide  and  diversified  circulation  over  the  nation.  It  is  one 
of  the  best  source  materials  for  ’’national  affairs”  of  that 
period. 

A.  Protection 

In  Niles'  early  years,  immediately  after  the 
War  of  1812,  England  ’’dumped”  manufactured  goods  into  the 
United  States.  Living  in  the  Central  States,  Niles  saw  the 
distress  of  the  manufacturer  and  immediately  called  for  a 
protective  tariff.  He  said  that  legislation  should  be  used 
to  maintain  and  develop  our  great  productive  potential. 

1-Richard  Gabriel  Stone,  Hezekiah  Niles  As  An  Economist 
(Baltimore,  Johns  Hopkins  University  Press,  1933 ) , p . 13. 
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"The  people  of  the  United  States,  as 
agriculturists,  would  be  imp over! shed- -by 
excessive  manufactures,  would  be  rendered 
miserable  and  ef f iminate--by  too  much 
commerce,  be  converted  into  a nation  of 
knaves;  and  the  three,  in  a certain  and 
just  proportion,  must  exist  to  render  and 
keep  us  a free,  happy  and  prosperous 
people."  (1) 

The  proposed  balanced  economy  was  commonly  called 
the  "American  System,"  and  was  supported  at  one  time  or 
another  by  Henry  Clay,  John  C.  Calhoun,  and  Daniel  Webster. 
Niles  outlined  the "American  System"  as  consisting  of  the 
following  elements:  (l)  The  encouragement  of  domestic 

industry  by  a protective  tariff.  (2)  Internal  improvements 
to  facilitate  exchange.  (3)  A solvent  banking  system. 

(4)  An  increasing  population.  (5)  A wage  rate  that  would 
create  a high  standard  of  living.  (2) 

Niles  believed  that  the  national  economy  should 
have  a self-sufficiency  which  would  make  it  independent  of 
foreign  influences.  He  felt  that  the  sovereign  government 
should  assure  the  accomplishment  of  these  aims.  He  thought 
the  argument  for  "free  trade"  unreal.  He  pointed  out  that 
England  recommended  the  adoption  of  "free  trade','  and  yet  she 
maintained  tariffs  which  prevented  the  entry  of  American 
agricultural  products.  (3) 


1- Ibid. , p.  46. 

2-  Ibid. t p.  46. 
5-Ibid. , p.  76. 
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B . Labor 

Niles  wrote  to  a lesser  extent  concerning  wages. 

He  observed  that  the  American  standard  of  life  and  the  high 
v/ age  level  needed  protection  in  order  to  be  maintained. 

This  argument  for  a tariff  was  adopted  by  politicians  in  the 
1880's  and  1890 's  after  the  infant  industries  had  grown  up 
and  rendered  one  argument  obsolete.  He  realized  the  distinc- 
tion between  real  and  money  wages;  the  level  of  real  wages 
was  the  indicator  of  a country's  general  prosperity  or  adver- 
sity. Niles  thought  the  size  of  the  laboring  population  had 
no  necessary  relation  to  the  rate  of  wages.  (1)  He  believed 
that  population  and  wages  might  both  increase,  and  not  that 
an  increase  in  the  former  must  necessarily  be  followed  by  a 
reduction  in  the  latter.  (2)  This  conclusion  was  based 
almost  entirely  upon  contemporary  observations  in  America. 

Niles  is  not  important  as  an  original  thinker,  but 
rather  as  one  who  circulated  arguments  for  the  tariff  and 
placed  them  before  the  people.  Strangely,  Niles  never 
mentioned  Friedrich  List,  who  was  in  the  United  States  during 
the  years  of  Niles'  active  editorship.  (3)  It  may  be  that 
he  adopted  some  of  List's  ideas  but  wished  to  claim  them  as 
hi s own . 

1- Ibid. , p.  127. 

2- Ibid. , o.  127. 

5- Ibid. , p.  70. 


. 

: ■ 

•r 

■ 

. • • 

. 

♦ 

. 


. 


. 


III.  Jacob  Newton  Cardozo 


Jacob  Newton  Cardozo  was  a man  of  prestige  in  the 
pre-war  South.  (l)  he  edited  and  published  the  Southern 
Patriot  in  Charlestown,  South  Carolina,  from  1817  to  1845, 
and  was  a staunch  supporter  of  the  Southern  cause.  He 
advocated "free  trade,"  but  he  could  not  accept  the  Classic 
theories  of  rent  and  population. 

A.  Rent 

Cardozo  reasoned  from  his  observations  of  the 
American  scene  that  rent  began  "from  the  moment  land  is 
taken  into  cultivation"  and  yielded  a surplus  over  the 
labor  applied.  He  agreed  that  differences  in  fertility 
accounted  for  the  inequalities  of  rent,  but  not  for  the  ori- 
gin. Rent  v/ as  the  competitive  price  paid  for  the  use  of  the 
unvarying,  natural  fertility  of  the  land.  He  regarded 
improvements  that  increased  fertility  as  capital,  which 
returned  interest  in  contrast  to  rent  from  land.  Thus  rent 
was  relatively  fixed,  depending  on  fertility.  Any  variance 
from  a fixed  amount  arose  from  artificial  external  factors, 
such  as  unequal  distribution  of  land,  enclosures  by  the 
aristocracy  and  other  barriers  destroying  free  competition. 

1- John  Roscoe  Turner,  The  Ricardian  Rent  Theory  in  Early 

.meric an  Economy  (New  York  City,  New  York  University  Press 
1921),  pp.  75  - 76. 

2-  Ibid* , P.  78. 
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B . Population 

Cardozo  believed  that  the  Malthusian  population 
theory  had  been  refuted  by  England  herself  because  an 
increase  of  population  there  had  resulted  in  a corresponding 
increase  in  means  of  subsistence.  He  thought  that  by  the 
use  of  scientific  methods  and  a greater  knowledge  of  agricul- 
tural chemistry,  a greater  population  could  be  supported  with 

more  ease  than  was  the  population  of  the  world  at  the  time 
# 

he  wrote.  (l)  He  believed  that  inferior  land  would  be  cul- 
tivated exactly  in  proportion  to  improvements  in  agriculture. 
He  denied,  as  well,  the  theory  of  diminishing  returns,  main- 
taining that  inventions  and  improvements  yielded  increasing 
returns  in  both  agriculture  and  manufacture.  (2) 

Cardozo  also  pointed  out  that  a particular  standard 
of  living  could  act  to  hold  population  growth  in  check.  He 
said  that  the  standard  of  living  would  rise  with  the  growth 
of  science  and  invention,  (3)  but  he  failed  to  admit  that 
the  standard  of  living  might  also  descend  to  a subsistence 
level  in  unfavorable  circumstances. 

Cardozo  was  aware  of  economic  change,  but,  limited 
as  he  was  by  his  American  observations,  he  sa w only  advance. 

1- Richard  Gabriel  Stone,  Kezekiah  bile s As  An  Economist 
(Baltimore,  Johns  Hopkins  University  Press,  193 3)',”  p7  124. 

2-  John  Roscoe  Turner,  The  Ricardian  Rent  Theory  in  Esrly 
American  Economy  (New  York  City,  New  York  University  Press, 
1921 pY  79. 

3- Ibid. , p.  77. 
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IV.  Vuillard  Phillios 

Willard  Phillips  was  a successful  Boston  lawyer 
and  businessman  who  turned  his  hand  to  political  economy. 

He  was  an  active  member  of  the  generation  which  crystallized 
the  controversies  over  which  the  Civil  War  v/as  to  be  fought. 
In  keeping  with  the  interest  of  New  England  where  he  lived, 
Phillips  was  an  ardent  protectionist.  (1) 

A . National  Wealth 

Phillips  wrote,  as  Raymond  did,  that  national 
wealth  consisted  of  "the  capacity  for  production."  He 
included  as  national  wealth  assets  that  are  not  measured  by 
exchange  values,  such  as  navigable  rivers,  good  harbors, 
etc,  (2)  To  maintain  and  increase  this  capacity  for 
"national  production,"  Phillips  favored  granting  bounties  to 
certain  fields  of  production;  and  he  advocated  restrictions 
upon  the  entry  of  certain  foreign  products  in  order  to  bene- 
fit home  production.  (3)  He  saw  practical  application  of 
his  beliefs  in  the  "land-grant"  policy  of  subsidizing  the 
railroads.  Also  New  England  was  demanding  upward  revision 
of  the  existing  moderate  tariff.  The  election  of  a Republi- 
can president  in  1860  was  immediately  followed  by  a higher 
tariff. 

t 

1- John  Roscoe  Turner,  The  Ricardian  Rent  Theory  in  Early 
American  Economy  (New  York  City,  New  York  University  Press, 
1921 Y]  p . 35. 

2 - Ibid . , p.  36. 

3-  Lewis  H,  Haney,  History  of  Economic  Thought  (New  York,  The 
MacMillan  Co.,  Third  Edition,  1936 )',  p.  254. 
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B.  Value 


Phillips  theory  of  value  is,  like  George  Tucker ' 3 
was,  an  anticipation  of  the  subjective  theory  and  the 
concept  of  marginal  utility.  He  said  that  demand  was  condi- 
tioned by  the  individual’s  estimation  of  utility.  Value 
expressed  through  demand  was  subjective  and  varied  with  the 
individual.  It  may  or  may  not  coincide  with  cost  of  produc- 
tion. He  maintained  that, 

’’the  desire  to  obtain  any  particular 
thing  gives  it  its  value,  and  the  motives 
of  such  desire  are  as  variable  and  numer- 
ous as  the  appetites,  tastes,  passions, 
wants  and  caprices  of  mankind.  As  value 
is  created  by  this  desire,  so  it  is 
limited  by  its  strength  and  intensity.”  (1) 

Phillips  stopped  here  without  examining  the  reasons  for  vary 

ing  degrees  of  intensity.  Phillips  extended  his  subjective 

theory  of  value  to  the  payment  of  wages.  The  individual 

worker's  wage  would  be  based  upon  the  employer's  estimate  of 

the  worker's  productivity.  High  productivity  would  bring  a 

high  wage.  Thus  Phillips  maintained  that  the  wages  would 

not  tend  toward  subsistence  cost,  but  would  vary  as  workers 

were  more  or  less  productive.  (2) 


C . Population 

Phillips  spoke  of  Malthus  deprecatingly,  calling 


1-  John  Roscoe  Turner,  The  Ricardian  Rent  Theory  in  Early 
American  Economy  (New  York  City,  New  York  University  Press 
192177  p.  38. 

2- Lewis  H.  Haney,  History  of  Economic  Thought  (New  York,  The 
MacMillan  Co.,  Third  Edi t i on , 1936 ) , p.  284. 
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his  work  "the  now  hackneyed  doctrine.”  He  refused  to  admit 
that  population  increase  might  result  in  misery  and  vice, 
saying, 

"not  only  an  intelligent  and  industrious 
hut  also  a dense  population  is  necessary 
to  bring  out  all  the  natural  advantage 
for  production."  (l) 

The  occurence  of  diminishing  returns  would  be  prevented  by 
inventions,  scientific  methods,  and  skill.  Phillips  was 
unquestionably  influenced  by  the  wave  of  inventions  that 
swept  agriculture  and  industry  at  that  time. 

D.  Rent 

Phillips  seemed  vague  and  unsure  about  rent  and 
its  causes.  He  swung  to  Ricardo1 s theory  when  he  said  that 
rent  was  the  "net  proceeds  over  the  cost  of  production." 
Nevertheless,  he  denied  that  the  cause  of  rent  arises  from 
the  varying  fertility  of  the  soil.  According  to  him,  rents 
would  rise  when  improvements  were  applied  to  land,  increas- 
ing its  fertility  and  its  production.  However,  he  realized 
the  disadvantage  to  the  economy  of  disproportionately  high 
rents.  He  said  that  high  rent  should  be  passed  on  to  other 
countries  in  the  price  of  exports.  (2)  This  was  possible 
at  that  time  (1850  - 1860)  in  that  the  United  States  was 
exporting  an  increasing  volume  of  agricultural  products.  (3) 

1- John  Roscoe  Turner,  The  Ricardian  Rent  The ory  in  Early 
American  Economy  (New  York  City,  New  York  University  Press, 

192177  p.  58. 

2-  Ibid. . p.  43. 

5- The  Growth  of  the  American  Economy , Edited  by  Harold  F. 
Williamson, TNew  York,  Prentiss  Hall,  Inc.,  1944),  p.  153. 
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Phillips'  works  received  attention  in  the 
United  States  because  they  were  well -writ ten  and  they 
presented  well  the  American  economic  situation.  He 
coordinated  the  ideas  of  Raymond  and  Tucker,  giving  them 
clarity  and  balance. 


. 


CHAPTER  IX 


HENRY  CAREY 


Henry  Carey  is  the  best-remembered  of  the  American 
economists  who  wrote  before  the  Civil  War.  In  his  day,  he 
was  given  wide  acclaim  in  America  and  in  Europe,  particularly 
Germany,  probably  because  of  his  emphatic  avowal  of  the  need 
for  a protective  tariff.  The  German  historical  school  cited 
his  works  as  authority.  He  is  remembered  now  mainly  for  the 
prominence  he  achieved  in  his  lifetime.  Plis  work  has  little 
more  than  a temporary  application.  He  was  the  interpreter  of 
the  westward-moving,  expanding,  basically-agricultural  econ- 
omy of  the  thirty  years  before  the  Civil  War.  His  theories 
are  based  upon  fact,  but  unfortunately  what  he  considered  as 
a general  situation  was  only  a stage  in  the  development  of 
the  United  States.  His  case  is  the  example  of  how  environ- 
ment and  circumstances  confuse  the  economist  in  his  search 
for  lasting  principles. 

Henry  Carey  had  interests  in  manufacturing,  trans- 
portation and  real  estate,  and  was  a relatively  wealthy  man. 
He  inherited  a large  publishing  firm  in  Philadelphia  from  his 
father,  Mathew  Carey.  As  a publisher,  Carey  was  well-known 
in  the  United  States.  Perhaps  this  is  a reason  why  his 
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writings  on  economic  subjects  were  so  widely  read.  (1) 

I.  Value 

Carey  disagreed  almost  completely  with  the 
Classicists,  declaring  that  their  theories  were  untenable. 
However,  in  his  discussion  of  value,  he  proceeded  from  the 
supply  side  with  little  consideration  of  demand.  He 
assumed,  as  did  Ricardo,  that  the  basic  determinant  of  value 
is  labor  cost.  He  went  a logical  step  beyond  to  show  that 
value  of  a commodity  would  not  necessarily  depend  upon  the 
amount  of  labor  included  in  that  commodity,  but  rather  upon 
the  labor  required  to  reproduce  that  commodity.  Value,  then, 
was  caused  by  obstacles  to  production.  (2)  Carey  believed 
that  in  this  way  he  could  explain  why  a good  produced  in 
England,  at  a low  cost  of  labor,  commanded  a high  price  in 
the  United  States,  where  the  lack  of  skill  or  materials 
forced  a high  cost  of  reproduction. 

II.  Labor 

According  to  Carey,  labor  would  not,  as  Ricardo 
said,  receive  a fixed  return  at  the  subsistence  level,  but 
would  obtain  increasing  real  wages.  This  would  come  about 
as  a benefit  of  what  Carey  called  "association."  He  defined 
"association"  as  being  the  result  of  a variety  of  economic 

1- A.  D.  H.  Kaplan,  Henry  Charles  Carey  (Baltimore,  The  Johns 
Hopkins  Press,  1931 ) , pp.  11  - 16. 

2- Lewis  H.  Haney,  History  of  Economic  Thought  (New  York  The 
MacMillan  Co.,  Third  Edition,  1936),  p.  287. 
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enterprise  within  a nation,  bringing  about  a lessening  of 
the  self-sufficiency  characteristic  of  an  agricultural 
society.  This  diversity  of  production  would  be  obtained 
through  tariff  protection.  It  would  result  in  a division  of 
labor  within  the  nation.  In  fact,  Carey  applied  the  Classic 
concept  of  '’division  of  labor”  to  the  territorial  limits  of 
the  United  States.  He  believed  that  a many-sided  develop- 
ment of  the  economy  would  result  in  a more  highly  skilled 
population.  This  in  turn  would  bring  invention  and  greater 
production.  The  increase  in  the  productivity  of  labor  would 
be  followed  by  lower  costs  of  production  and  a higher  level 
of  wages. 

As  workers  specialized  in  production,  they  would 
become  more  dependent  upon  others  for  their  needs,  relying 
upon  exchange.  The  process  of  exchange  Carey  termed 
"societary  circulation"  and  said  that  through  "association" and 
division  of  labor, 

"’societary  circulation’  becomes  more 
rapid;  capitalists  can  demand  only  lower 
rates,  but  receive  larger  aggregate 
amounts;  wages  increase  absolutely  and 
relatively;  and  industrial  classes  tend 
toward  equality.”  (1) 

III.  Capital 

In  his  concept  of  capital,  Carey  repeated  the 
arguments  of  his  American  predecessors,  Raymond  and  Rae . 


1-Ibid. , p.  288. 
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"Capital  is  the  instrument  by  means  of 
which  that  mastery  over  nature  is 
acquired.  The  growth  of  capital  is  not 
due,  as  Smith  says,  to  parsimony,  but 
to  the  economy  of  human  effort  result- 
ing from  diversity  of  employments.... 

Productive  power  is  the  true  wealth. " (1) 

In  America,  the  need  for  productive  capital  could  not  wait 
for  its  assembly  by  the  Classic  "accumulation."  Carey 
believed  that  capital  came  into  existence  not  through  saving 
but  through  invention  and  improvement.  He  saw  that  the 
tremendous  increase  in  productive  capacity  in  the  nation  was 
arising  from  the  invention  of  the  cotton  gin,  the  reaper, 
the  sewing  machine,  and  not  from  the  saving  of  money. 

Capital  was  not  given  value  by  its  cost,  but  by  its  produc- 
tivity. The  cost  of  the  first  cotton  gin  was  small,  but 
its  value  as  capital  was  great. 

IV.  Land  and  Rent 

Land,  according  to  Carey,  required  no  unique 
treatment.  It  was  included  in  the  general  concept  of  capi- 
tal. Its  value  was  determined  by  its  productivity;  and  by 
improvements,  its  productivity  was  increased.  Land  had 
value,  not  according  to  its  "indestructible  powers,"  but 
rather  as  its  location  became  favorable  and  as  capital  was 
applied  to  it.  It  v/as  natural  that  Carey,  as  well  as 
earlier  Americans,  should  consider  that  land,  unlimited  as 
it  was,  had  no  distinct  qualities.  American  land  became 

1-Sidney  Sherwood,  Tendencies  in  American  Economic  Thought 
(Baltimore,  John  Hopkins  Series'^  18 9 ’ 7 ) , p.  24. 
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valuable  only  as  labor  and  capital  were  expended  on  it; 
whereas  in  England,  land  had  a standing  value  as  it  had 
been  long  since  cleared  and  prepared  for  cultivation.  In 
America,  where  land  was  plentiful  and  labor  and  capital 
scarce,  the  value  of  the  labor  and  capital  required  to  bring 
land  into  cultivation  was  always  greater  than  the  value  of 
the  undeveloped  land. 

Carey  denied  the  validity  of  the  Ricardian  rent 
theory.  He  considered  the  concept  of  n diminishing  returns" 
to  have  no  basis.  Consistent  with  his  consideration  of  land 
as  capital,  he  observed  that  land  yielded  increasing  returns 
with  successive  applications  of  labor  and  capital.  (1) 
Furthermore,  he  denied  that  land  was  taken  into  cultivation 
in  the  order  of  most  fertile  land  to  least  fertile.  In 
America,  he  pointed  out,  first  the  light,  sandy  soils  of  the 
ridges  and  upland  were  taken  up,  and  then  the  rich,  deep 
soils  of  the  bottomlands.  (2)  There  Is  some  incidental, 
historical  truth  in  this  statement,  in  that  often  the  soils 
of  the  ridges  were  poorer,  thus  had  less  wild  growth  upon 
them,  and  so  were  cleared  and  farmed  first.  Often,  however, 
rich,  meadow  land  w as  taken  up  for  the  reason  that  it  was 
already  clear  of  trees.  Carey  made  it  an  unvarying  principle 
that  the  order  was  from  bad  to  good  soil.  With  increased 

1- A.  D.  H.  Kaplan,  Henry  Charles  Carey  (Baltimore,  The  Johns 
Hopkins  Press,  1931),  p.  36, 

2-  Ibid. . pp.  49,  73. 
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population  and  agricultural  improvements,  better  land  was 
taken  up.  Carey,  always  ready  with  supporting  facts, 
presented  an  analogy  of  the  development  of  the  axe  as  applied 
to  land.  First,  he  said,  the  stone  axe  was  used  by  primitive 
peoples.  With  the  growth  and  development  of  society,  the 
improved  axe  of  iron  came  into  use.  Following  that  came  the 
more  modern  axe  of  tempered  steel.  So,  he  said,  would  land 
succumb  to  improvement.  (1)  He  forgot  that  when  the  improved 
axe  came  into  use,  the  old  was  discarded.  Universally, 
however,  less  fertile  land  must  be  cultivated  as  well  as  the 
best  • 

Since  land  is  capital,  it,  with  other  forms  of 
capital,  steadily  decreased  in  value  in  accord  with  Carey’s 
theory  of  falling  reproduction-cost.  The  cost  of  producing 
agricultural  commodities  decreased  with  progress.  The 
return  on  capital,  which  is  rent  when  capital  is  in  the  form 
of  land,  would  be  at  a lower  rate.  Carey  said  that  although 
the  rate  of  return  is  lower,  the  total  amount  of  return  on 
capital  will  be  greater.  (2) 

V.  Population 

As  with  land  and  rent,  Carey  refuted  the  Classic 
theory  of  population.  He  was  impatient  with  Mai thus’ 
pessimism. 

1- Ibid. , p.  65. 

2- Ibid. , p.  68. 
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"Having  done  all  in  our  power  to  make  man 
'poor  and  miserable'  to  prevent  the  growth 
of  capital  or  any  improvement  in  his  situ- 
ation--and  finding  that  there  is  a great 
deal  of  poverty  in  the  world,  we  inquire 
the  cause  and  we  find  that  it  arises  out 
of  a mistake  in  the  Deity,  w'  o fitted  man 
to  increase  in  a geometric  ratio  only, 
thus  making  poverty  and  misery  insepar- 
able accompaniments  of  the  human  race. 

This  result  is  highly  satisfactory  to  us, 
as  it  transfers  to  the  Deity  what  should 
rest  upon  our  own  shoulder,  and  we  then 
invent  the  starvation  check,  discourage 
matrimony  that  we  may  promote  profligacy, 
and  thus  check  population;  while  the 
earth  is  as  yet  in  a great  measure,  un- 
touched, and  is  capable  of  supporting 
thousands  of  millions  in  those  parts  where 
cultivation  is  almost  unknown."  (1) 

Carey  shows,  rightly,  how  beneficial  was  an  increasing 

population  in  a new  and  sparsely- settled  country.  Man,  by 

"association"  in  a denser  population,  would,  find  better 

soil  and  natural  resources,  would  develop  better  machinery 

and  methods  of  work,  and  generally  procure  increasing  returns. 

A greater  population  would  permit  more  division  of  labor  and 

greater  productivity  of  labor  and  capital.  (2)  Carey  in 

his  views  on  population  again  mistook  a temporary  local 

situation  for  a universal  law.  America  needed  strong  backs 

to  develop  her  great  resources  and  Carey  apparently  thought 

those  resources  never-ending. 


1- Ibid. . pp.  33  - 34. 

2- 3idney  Sherwood,  Tendencies  in  American  Economic  Thought 
(Baltimore,  John  Hopkins  Series"^  1897 ) , p.  41. 
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VI.  Protection 


To  promote  "association,”  population  increase, 
invention,  and  the  general  well-being  of  the  nation,  Carey 
ran  the  gamut  of  arguments  for  protection  and  introduced 
several  of  his  own.  He  believed  that  the  government  should 
aid  in  bringing  about  a many-sided  economy.  He  considered 
that  encouragement  should  be  given  to  all  skills  and  trades 
in  order  that  society  may  benefit  economically.  The  popula- 
tion would  be  superior  mentally  and  physically  for  its 
diversified  abilities.  (1)  This  multiplicity  of  skills, 
he  believed,  as  did  Rae  before  him,  would  lead  to  invention 
and  improvement.  Thus  the  refutation  of  "diminishing 
returns"  and  a demand  for  tariff  protection  v/ent  together. 

Carey  was  impressed  by  the  rise  of  science  during 
his  lifetime,  and  so  made  use  of  what  he  considered  scienti- 
fic facts  to  support  his  tariff  arguments.  lie  maintained 
that  the  produce  of  the  soil  should  be  consumed  in  the  vicin- 
ity where  it  is  grown  in  order  that  a portion  of  it  may  be 
returned  to  the  soil  to  keep  it  fertile.  Export  of  farm 
produce,  he  said,  would  exhaust  the  soil.  (2)  This  idea 
is  also  a plea  for  a larger  population  to  consume  the  produce 
of  land.  He  connected  the  restriction  of  imports  to  the 
restriction  of  exports.  That  is,  if  exports  were  curtailed 

1- Lewis  K.  Haney,  History  of  Economic  Thought  (New  York,  The 
MacMillan  Co.,  Third  Edition,  1936),  p.  381. 

2- A.  D.  II . Kaplan,  Henry  Charles  Carey  (Baltimore,  The  Johns 
Hopkins  Press,  1931 ) , pp . 57  - 58. 
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imports  would  be  also.  Carey’s  argument  had  some  merit,  but 

with  the  plentitude  of  rich  land,  there  was  no  more  need  to 

fear  its  wearing  out  than  to  fear  that  the  land  should  be 

overpopulated.  Both  were  far  in  the  future. 

Carey  denounced  Mai thus’  mathematical  ratios  as 

untrue;  but  he,  himself,  could  not  refrain  from  offering  his 

own  natural  law.  He  said  in  arguing  for  encouragement  of 

home  production  that 

"Transportation  costs  increase  in 
geometric  proportion  as  the  distance 
from  market  increases  arithmetically."  (1) 

There  was  little  factual  basis  to  this  proposition,  although 
the  high  cost  of  transportation  f rom  Europe  was  an  argument 
for  the  development  of  home  industry.  He  also  held  that  a 
protective  tariff  would  bring  lower  costs  of  production  and 
lower  prices.  This  would  be  realized  in  accord  with  his 
idea  of  decreasing  costs  of  production  as  improvements  were 
made.  For  example,  the  protection  of  iron  would  promote  the 
construction  of  canals  and  the  railroads  to  we stern  Pennsyl- 
vania, which  then  would  reduce  prices  in  the  East  for  iron 
products.  Carey,  in  contrast  to  Raymond,  would  limit  govern- 
ment interference  to  particular  areas,  such  as  tariff.  Ho 
was  not  willing  to  concede  that  the  state  is  of  more  import- 
ance than  the  individual.  (2) 

1- Lewis  H.  Haney,  His tor/  of  Economic  Thou, Hit  (Hew  York,  The 
MacMillan  Co.,  Third  Edition,  1936),  p.  381. 

2-  Joseph  Dorfman,  The  Economic  Lind  in  American  Civilization 
(Hew  York,  The  Viking  Press,  1946),  pp.  789  - 805. 
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VII.  Conclusion 


Perhaps  Carey’s  greatest  value  is  that,  through 
the  wide  circulation  of  his  writings,  he  attracted  attention 
to  conditions  in  America.  He  forced  the  Classicists  to 
restate  their  theories  and  improve  their  exposition.  Also, 
he  continued  to  lay  the  foundation  started  by  Rae  and 
Raymond  of  a theory  of  economics  whose  mainspring  would  be 
the  concept  of  continuous  change. 

He  seems  over-rated  by  critics,  as  a contributor 
of  original  thought.  He  was  impressed  by  the  numerous  scien- 
tific advances  which  had  been  accomplished  during  his  life- 
time. Although  lacking  in  scientific  training  and  background, 
Carey  sttempted  to  lay  down  laws  to  govern  the  science  of 
political  economy  . In  this  process,  he  often  arrived  at 
conclusions  which  were  of  only  temporary  validity. 
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CHAPTER  X 


CONCLUSION 


The  study  of  early  American  economic  thought 
reveals  how  difficult  it  is  for  the  economist  to  detach 
himself  from  his  environment  and  surroundings  to  formulate 
theories  and  concepts  of  a lasting  significance.  His 
problem  is  to  arrive  at  conclusions  that  w ill  include  tem- 
porary conditions,  but  yet  will  not  be  bound  by  them.  The 
early  Americans  succeeded  in  some  respects  in  this  attempt 
and  failed  in  others.  They  were  guilty  of  many  false  con- 
clusions drawn  from  situations  of  short  duration.  On  the 
other  hand,  in  their  realization  of  the  basic  inappropriate- 
ness of  Classic  doctrine,  they  developed  and  presented  ideas 
which  we  must  consider  as  applicable  to  our  economic  system 
of  today. 

Primarily,  they  were  impressed  by  the  swift 
economic  development  and  became  convinced  that  an  essential 
characteristic  of  the  economy  was  rapid  change.  Thus,  any 
interpretation  must  necessarily  include  that  consideration. 
The  early  Americans  were  aware,  as  well,  that  change  does  not 
come  about  in  a smooth  and  regular  fashion.  Carey  speaks  of 
depressions  which  came  e/ery  seven  years.  He  does  not  accept 
them  as  inevitable,  however,  for  he  expects  that  high  tariff 
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will  remove  their  causes.  John  Rae  ’ s exposition  of  the 
effects  of  invention  infers  that  there  are  fluctuations  in 
the  economy.  The  effect  of  invention  is  strong  at  the 
beginning,  gradually  losing  momentum  with  the  passage  of 
time.  It  is  interesting  to  note  that  he  considers  the  effect 
of  many  minor  improvements  may  equal  a major  one.  It  is  from 
this  accent  on  improvement  and  innovation  that  the  Americans 
conclude  that  capital  is  made  up  of  productive  goods.  The 
importance  and  value  of  labor-saving  devices  was  very  obvi- 
ous to  them.  John  Rae 1 s belief  that  invention  is  the  force 
that  drives  the  economy  merits  careful  consideration  today. 

The  Americans  seem  justified  in  being  unwilling  to 
accept  the  Malthusian  population  theory  or  the  wages-fund 
theory.  The  great  need  for  workers  in  all  trades  and  profes- 
sions placed  a premium  on  the  output  of  the  individual  man. 

It  raised  him  to  a status  of  importance  he  had  never  held 
before.  Naturally,  then,  a theory  that  consigned  the  wage 
earner  to  a bare  existence  and  held  that,  if  he  were  too 
prolific,  his  children  would  be  taken  from  him  by  plague  and 
pestilence  was  thought  to  be  poorly  reasoned.  Besides,  the 
unlimited  land  and  resources  in  the  United  States  made  the 
possibility  of  over-population  an  abstract  academic  question. 
The  wage  fund  theory  wa3  discarded  to  place  wages  under  the 
action  of  supply  and  demand.  The  Americans  emphasized  the 
productivity  of  the  worker,  admitting  variations  in  return  to 
the  worker  depending  upon  his  output. 
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The  laissez-faire  doctrine  of  Adam  Smith  never 
received  in  America  before  the  Civil  War  the  acclaim  it 
received  in  England.  The  property  owners,  businessmen,  and 
merchants  desired  a stronger  government  that  would  protect 
their  rights.  The  newly-instituted  American  government 
answered  that  demand.  The  Americans  had  thrown  off  the 
oppressive,  merchantili st  laws  by  the  American  Revolution. 
Men  like  Hamilton  thought  that  the  government  should  take 
a stern  hand  in  carrying  out  the  best  interests  of  men  of 
property.  It  is  surprising  to  find  in  America,  the  home  of 
rugged  individualism,  the  wri tings  of  a practical  man  like 
Daniel  Raymond  who  exalts  the  importance  of  the  state.  He 
found  sympathetic  ears  among  many  Federalists. 

We  may  conclude  that  American  e conomists  were 
consistent  with  the  spirit  of  their  times.  In  their  unwill- 
ingness to  accept  English  precedent  in  economic  doctrine, 
they  were  carrying  into  the  realm  of  theory  the  independence 
they  had  achieved  in  economic  and  political  affairs. 
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